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Mobilization for Service 


The United Light and Power Company has been "'mobilizing’’ for more than a quarter 


of a century. Operated continuously since 


1910, this enterprise has assembled a_ public 


utility system whose total assets presently exceed half a billion dollars. 


And to what end? Just this .. . 


To conduct more effectively—and at consistently lower rates—an electric and gas business 
which serves an area embracing more than five and one-half million people in thirteen middle 


western and southern states. 


This has been made possible largely by “mobilizing'’ more than one hundred dollars of 
assets for every man, woman and child living within the service area of the System. 


THE UNITED LIGHT AND POWER COMPANY 


REVIEW OF A QUARTER-CENTURY ... . 


A REPORT ON THE PURE OIL COMPANY 


A quarter of a century ago, the chance discovery of 
high-grade crude oil in the little mountain town of 
Cabin Creek, West Virginia, led to the formation 
of The Pure Oil Company. 


The past twenty-five years have seen the growth 
of this company to a position of major importance 
in the petroleum industry. Producing operations, 
in a carefully planned expansion program, have ex- 
tended to nine states. And so conservatively have 


these fields been exploited that Pure Oil holds an 


unusually strong position in crude oil reserves. 


Nor have other phases of activity in the indus- 
try been neglected in Pure Oil’s years of progress. 
Seven modern refineries ... control laboratories 
for petroleum research ...a co-ordinated trans- 
portation system with marine, railway, pipe-line, 
and motor facilities ...and 16,000 dealers in a 
well-established marketing organization enable Pure 
Oil to control the quality of its products from oil 
well to service station. 


Motorists in thousands of communities rely on 
Pure Oil dealers and the branded products they 
handle. The blue-and-white Pure Seal on every 
pump and can has become a seal of acceptance for 
quality petroleum products. For modern motoring, 
as well as modern industry, has learned to ‘Be 

Sure ... with Pure.” 


THE PURE OIL COMPANY, U.S. A. 
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FOUNDED BY OTTO GUENTHER IN 1902 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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This Loose Leaf Security Record 
Keeps Income Tax Data Up to Date 


The answer to such questions as these can 
be posted direct to your income tax return: 


Total income and from what sources derived 7 


What part of your investment income 15 relreved 
of normal tax, paid at source? 


How much of your bond interest 1s tax-free? 


How much can you deduct from income for pre- 
patd interest ? 


Hou much profit or loss on securities sold ? 


How long was the security held? (To determine 
taxable status of the profit or loss.) 


SAVE TIM Avoid troublesome 

details of looking up 
information for your income tax return next 
year— throughout the year save unnecessary 
trips to your safe deposit box—simply enter 
investment transactions as they occur on the 
prepared forms in this handy /oose leaf Secur- 
ity Record. It records where securities are 
kept, description, amount, maturity, interest 
or dividend dates, prices paid or received, when 
and where purchased or sold, taxable status, 
etc. Durable binder containing sufficient blank 
forms for ordinary holdings will be sent upon 
request without obligation. Ask for Security 
Record Book Fw-79. 


CHICAGO, 201 So. La Salle Street * NEw YORK, 35 Wall Street 


AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. Inc. 


Toast-O- Lator 


CROCKER-WHEELER APPLIANCE R 


(Oomplitly 


Here is the revolutionary new 
way to make finer toast. As the 
bread moves forward. it also 
moves up and down. Toast-O- 
Lator is fast and clean; makes 
toast light or dark—thick or thin 
—almost any size or -hape; 
saves current. (A.C, only.) One 
demonstration will convince you. 


CROCKER-WHEELER 


MARKET VALUES 


are best determined by men trained in 
financial research. Send in a list of your 
securities for our up-to-date analysis. 
Write Dept. K-6 


& (HAPMAN 


Established 1907 


Members New York Stock Exchange 


52 Broadway 


New York 
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“Handmade? Of Course Not!” 


“Why, most everything in this store is made by machines nowadays. If it 
weren't, I wouldn’t be selling half these things, and you couldn’t buy them. 


They’d cost too much.” 


| he MANUFACTURED articles had to be made by hand, few American 
t 


amilies could enjoy electric lights, automobiles, silk hose, telephones, 


or the other conveniences of life today. Even the necessities, such as food 
and clothing, would be scarcer and more expensive. And there wouldn’t be 
the number of factory jobs there are in America today, or millions of 
other jobs selling, servicing, and supplying raw materials for the hundreds 
of new products that machines have made possible. 


Fifty years ago, there were only 4,000,000 factory jobs in this country 
—today there are twice as many. Because industry devised machines to 
make products at low cost, more millions of people could buy them. And 
because more were bought, more men were employed making them. 


General Electric scientists and engineers, by applying electricity to the 
machines of industry, have been responsible for much of this progress. 
Their efforts today are creating not only MORE GOODS FOR MORE PEOPLE AT 


Less cost, but also MORE AND BETTER JOBS AT HIGHER WAGES. 


G-E research and engineering have saved the public from ten to one hundred 


dollars for every dollar they have earned for General Electric 


GENERAL ELECTRIC 


W-128D3 


Europe on my income?..... Certainly! 


Other people have done it. 


enjoy the comforts of life—without being burdened by debt. 


new book by Harold S. Kahm— 


Others own cars, have their own homes, are able to 


The 


You can too. 


HOW TO MAKE THE MOST OF YOUR LIFE 


will open your eyes to how easy it is to do things that seem impossible—when 


you know the secret! 


IT WILL TELL YOU 


How to Increase Your Income 


READ IT 5 DAYS FREE 


How to Meet New Friends 
How to Keep Healthy I HARPER & BROTHERS Fw t 
How to Think for Yourself 49 East 33rd Street, New York 
How to Get to Europe - I Please send me a copy of HOW TO MAKE THE { 
How to Make the Right Decision ] MOST OF YOUR LIFE. After 5 days I will return I 
How to Be a Good Conversationalist the book or remit $1.75, plus a few cents postage. 
. . and scores of other tested short-cuts to J Address 
(Please fill in) j 
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MACHINES Ovek MEN. By Ray- 
mond F. Yates. Published by Fred- 
erick A. Stokes Company. 268 pp. 
$2.50. Ours is a highly mechanized 
civilization yet every year—in fact, 
practically every day—brings new 
discoveries and surprises. The prog- 
ress can best be measured by the 
Patent Office Gazette. Up to 1890 
a total of 400,000 inventions had been 
patented ; now 60,000 are added each 
year with the rate mounting steadily. 
Mr. Yates in a terse and dramatic 
style describes the unbelievable 
growth of the homo mechanicus, the 
robot which today has a place at 
home, on the farm, in the office and 
practically in every conceivable pro- 
duction process. 

These new man-created robots are 
already awesomely perfect. They 
can see better than any human being 
can ever expect to do, their sense of 
feeling is developed to an unbeliev- 
able degree, they can smell gas by a 
part of five in a million, they hear 
noises beyond the audible range; in 
other words, they not only replace 
human hands and legs but the sensory 
mechanism as well. The potentiali- 
ties of the homo mechanicus electricus 
are phenomenal and the author 
sketches some of the possibilities 
which may change our habits. Why 
go through the still cumbersome proc- 
ess of printing a book? Why not 
film the sound of the spoken word 
and reproduce it in book or roll form, 
so the reader can go to the library 
and ask for the soundroll of “Gone 
with the Wind.” At home he places 
the roll in a radio attachment and 
while he merely rests, or indulges in 
some mechanical hobby, he and others 
with him can listen to the dramatic 
recital of that famous novel. Well, 
it’s just the beginning. 


x * 


Note: The book reviewed may be 
purchased through THe FINANCIAL 
Wortp Boox Suop, which also can 
supply any book published on finance, 
business, industry, etc. 
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[ANNUAL PUBLIC UTILITY REVIEW OF THE FINANCIAL WORLD | 


by Louis Guenther 


Through all its vicissitudes—and they have been many— 


this behemoth has retained its strength and is beginning 


to confound its tormentors. What is its source of power? 


O UNDERSTAND is 

now transpiring in the utility in- 
dustry, one must keep in mind its 
historical record since the New Deal 
flashed its benison before the dis- 
tracted eyes of a disillusioned people. 
Coming at a time when an abject 
spirit of depression ruled, the New 
Deal had a fertile soil in which to 
propagate its promises of complete 
reformation of all the ills then beset- 
ling us, and to inspire a new hope 
of better days just around the corner. 
We undergo these spiritual revivals 
in material walks of life just as we 
experience them in our religious 
spheres. 

In the aftermath of those distress- 
ful days, in the same relative degree 
that other industries lost all sense of 
proportion, their anchorage of con- 
servatism, and recklessly plunged in 
the excessive speculation which 
marked the period of the late 1920s, 
the utilities likewise indulged in the 
sane overexpansion and found them- 
selves engulfed in the collapse of the 
speculative debauch. 


Public Enemy No. 1? 


They did not err any more than 
did the others, yet for one of those 
strange and unexplainable obsessions 
that sometimes take possession of an 
angered public opinion the industry 
was singled out as “Public Enemy 
Number One.” This was because it 
Was so intimately linked with our eco- 
nomic life that it could more readily 
than any other be made a shining 


target for exemplary punishment. 
And so it has continued to this day, 
though a decade has since intervened 
during which much of the past has 
been wiped out and only its memory 
remains. 

No brief seeking any condonement 
for the industry is intended here. 
Even the stoutest defenders of the 
integrity of the utility industry will 
concede that a certain group of men 
used it as a tooi for exploitation, 
recklessly buying one property after 
another with funds raised from the 


public, paying fanciful prices for their 
securities in order to obtain control, 
pyramiding one upon the other, and 
rearing a super struc- 


in this manner 


LOUIS GUENTHER 


Foresees Utility Revival 
3 


ture, weak as a house of cards which 
came tumbling down upon itself when 
our post-war boom collapsed. 

Still, despite the impost of these 
reckless operations upon it, only the 
outer crust of the industry was im- 
paired. The holding companies 
suffered the most damage from all the 
water that was pumped into these 
utility pyramids. The real operating 
end of the business remained intact. 
Neither its stout heart nor its func- 
tional growth was impaired by the 
excesses resulting from reckless 
speculative operations. The very 
proof of this underlying soundness 
becomes self evident when compari- 
son of the earning capacity of the 
utilities is made with other industries 
throughout the vicissitudes of our 
prolonged depression. 


Reformation Overlooked 


That essential fact the New Deal 
has found convenient to conceal, for 
it does not make political fodder. To 
maintain itself in power it needed 
scapegoats upon which to center its 
wrath. To serve this purpose the 
utilities were a better target than even 
all the other economic royalists 
thrown together. In fear that the 
New Deal's power would begin to 
wane, the industry was never per- 
mitted, to appear in the public eye 
as undergoing any reformation. Yet 
under all this camouflage constant im- 
provement in operating methods, re- 
gard for the public welfare, and in 
rates of service has been going on in 
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the utility industry. All the political 
flagellation to which it has had to 
submit has been unable to stunt this 
development. 

Not content with having effected 
desirable reforms in the utility indus- 
try, the New Deal with its insatiable 
desire to perpetuate itself has con- 
tinued its political sabotage, using 
for its mask the cry of cheaper rates. 
The irrefutable fact is that no other 
industry serving the needs of man 
performs its task as cheaply as does 
the utility industry. 

The New Deal has even gone fur- 
ther in its punitive attitude. It has 
invaded this field of private enter- 
prise as a direct competitor. In its 
exploitation of such gigantic Govern- 
ment ventures as the TVA it has en- 
gaged in as reckless a gamble with the 
public’s money as ever was com- 
mitted by private operators with their 
own capital and the dear public has 
no voice concerning how its money 
should be used. 


—Providence Journal 


Truce in the Making? 


The man from Hocopocus, Cali- 
fornia, no more than the man from 
Smith’s Corners, Delaware, can pro- 
test. They both are compelled to dig 
into their pockets so that the people 
of Tennessee and other parts of the 
country can be shown how cheaply 
the Government can furnish electric 
power. Carefully kept under cover 


are unportant but brutal facts; one 
being that the cost of publicly pro- 
duced power does not include the 
taxes which private enterprises pay 
the communities which they 
operate. 

Reduced to its absurdity, the entire 
New Deal public utility policy is 
honeycombed with hypocrisy. It will 
claim it has succeeded in reducing 
rates a few mills per kilowatt hour, 
but it conceals how it covers its 
deficits emanating from its economic 
follies by assessing its citizens with 
sales taxes on other living necessities. 

Nor has it become apparent to the 
public until now to what extent the 
New Deal’s punitive attitude has put 
a blight on our industrial recovery. 
It has succeeded in so unsettling the 
confidence of investors as to make it 
impossible for utilities to undertake 
any equity financing for the expan- 
sion of the industry, which could use 
more than $1 billion of new capital 

(Please turn to page 23) 


Taxes Take 1] to 21 Per Cent of P. U. Gross 


NE of the most relentless up- 

ward trends noted in the public 
utility industry is that of taxation. 
This is not intended to mean that the 
industry is unique in this respect but 
rather that this factor in combination 
with the strong downward pressure 
on rates in recent years has placed the 
companies in such a position that even 
public bodies are beginning to recog- 


nize the gravity of the situation: The 
New York Public Service Commis- 
sion in its latest annual report to the 
Governor and the Legislature of the 
State said “It has been the experience 
of the Commission in recent years 
that the heavier the tax burden be- 
comes upon the utilities, the more dif- 
ficult it is to obtain rate reductions. 
It is a simple axiom that the public 


HOW TAXES EAT INTO 


P. U. REVENUES 


Taxes Taxes, Taxes 
Paid in Per Cent 


Reported 
Per Share 1938 Earns 


COMPANY: 1938 of Gross of Stock Per Share 
American Gas & Electric........... $9,808,137 13.5% 2.19 $2.23 
American Power & Light.......... 13,756,576 14.2 4.57 D 0.08 
American Water Works............ 6,600,065 13.2 2.82 0.38 
6,279,887 19.0 10.18 8.38 
Columbia Gas & Electric.......... 10,635,138 11.5 0.87 0.31 
Commonwealth Edison ............ 23,949,917 17.2 2.89 2.37 
Commonwealth & Southern......... 19,715,551 13.5 0.59 0.08 
Consolidated Edison ............... 51,004,075 4 4 4.48 2.09 
Consolidated Gas, Baltimore........ 4,981,479 14.4 4.27 4.06 
Electric Power & Light............ 14,231,044 13.7 4.15 D 0.30 
Engineers Public Service........... 6,330,971 12.0 3.31 0.81 
8,299,552 13.6 2.49 0.81 
National Power & Light............ 10,750,809 12.7 1.97 1.28 
Niagara Hudson Power............. 14,991 986 18.2 1.56 0.50 
North American Co. ............... 18,322,281 15.7 2.14 1.55 
15,399,937 15.6 2.46 2.48 
7,165,909 15.8 4.45 4.18 
Peoples Gas Light & Coke.......... 4,676,618 11.0 7.13 2.48 
Public Service of New Jersey...... 21,983,296 17.3 3.99 2.34 
Southern California Edison......... 7 667,738 17.8 2.41 2.11 
United Gas Improvement.......... 13,978,406 13.0 0.60 0).99 


cannot have both increased taxes and 
lower rates.” 

Examination of the tax figures for 
22 of the country’s largest public 
utility companies shows that the in- 
dustry has become much more an in- 
strumentality for the collection of 
taxes than a source of earnings for 
its owners. Of the 22 companies in- 
cluded in the accompanying tabula- 
tion, 18 last year paid out more in 
taxes than they earned on their com- 
mon stocks. Total taxes paid per 
company ranged from $4.6 million to 
as high as $51 million. Reduced to 
a per share basis, taxes took from 59 
cents to as much as $10.18 for each 
share of common stock outstanding in 
the hands of the public. 

So far as the public is concerned, 
as the New York Public Service 
Commission says, it “cannot have 
both increased taxes and lower rates.” 
And already, for each dollar received 
by the utility companies, they pay out 
in taxes from 11 cents to 21 cents. 
With the taxgatherer’s hand already 
as deeply in the pie as those figures 
indicate, it would appear that the 
upper limits of what the industry cat 
contribute to the cost of government 
are being closely approached. 
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Clouds for the 
Utility Industryr 


Industry is still saddled with many handicaps, but political factors 


are improving and revenues are increasing faster than expenses. 


OUR years ago last March, poli- 

ticians succeeded in passing the 
Public Utility Holding Company Act 
by a Senate majority of one vote. 
Not content with this effort to de- 
stroy the invested equity and profit 
incentive in this basic industry, they 


conceived the idea of nationalizing 


the entire industry along with the 
precious metals. So state power au- 
thorities and public power districts 
were set up and encouraged, with 
Federal loans at fictitiously low inter- 
est and large outright grants, to build 
competitive and largely tax-free pow- 
er systems. TVA and its twenty-two 
sister Federal Authorities were also 


established to help make over the 


utility map, much along the lines that 
Hitler has been following in Europe 
and creating the same chaotic uncer- 
tainties. The Atlantic was to be 
harnessed and made to deliver its 
rhythmic power. And even the Su- 
preme Court formally declared the 
utilities to have no standing in their 
contest with TVA. 


Utility Baiting 


This great bait-the-utilities drip-pot 
had been drawing political flies for al- 
most a decade. By November, 1936, 
it was overflowing perpetual man- 
dates and special privileges for all 
those faithful to the New Deal. But 
the continuous rate reductions, the 
unending rise in taxes, increasing op- 
erating costs, competition financed by 


unlimited capital, and the death sen- 
tence passed on holding companies 
finally had their inevitable effect. 
Utility capital became frightened and 
started a retreat, in which all capital 
joined. 
affected not only investors but also 
the politicians themselves. Many of 
the most prominent anti-utility agita- 
tors were eliminated from the scene 
in the 1938 election. Hoping to avert 
the Wrath of 1940, the remaining 
political ranks are now offering 
appeasement. 

The situation confronting utilities 
is still speculative. But depression is 
working a fundamental change in the 
general attitude, and this is highly im- 
portant since this attitude has created 
a ten-year cycle against the industry. 
Slowly the public is coming to re- 
alize that the utility industry repre- 
sents a large segment of the total 
wealth of the country, and that its 
condition of health naturally affects 
the general economy. And even the 
areas that are the direct “bene- 
ficiaries” of the Government’s rob- 
Peter-to-pay-Paul policies are not so 
sure now that they will benefit in the 
long run. 

In Tennessee the Governor has 
recommended that the legislature pass 
laws requiring any municipalities or 
districts that throw out the private 
utility tax-payer in order to have their 
own TVA-powered systems, to pay 
the same taxes that had been paid 
by the utility. The same thing has 


5 


The resulting destruction © 


happened in Arkansas. And in Wash- 
ington and Oregon (long regarded as 
the original sponsors of liberalism and 
public utility ownership) and even in 
Nebraska (the home state of Senator 
Norris, the Father of TVA), such tax 
laws have actually been passed, and 
the public utility districts have also 
been subjected to other regulations 
and restrictions. In the New Eng- 
land states and also in Oklahoma, the 
state governments have evinced op- 
position to proposed Federal power 
developments that might encroach on 
“state rights.” 


Public Rejections 


In California (the birthplace of 
EPIC, Townsendism and the $30- 
Every-Thursday plan favored by 
Governor Olson) the people of San 
Francisco have just voted—for the 
fourth time—overwhelmingly against 
a $55 million Amendment that would 
have the city purchase the electric dis- 
tribution system of Pacific Gas & 
Electric. This case is all the more 
interesting as the District Court has 
ruled that under the Raker Act the 
power generated from the city’s 
Hetch-Hetchy plant located on Fed- 
eral Government lands cannot be sold 
to a private utility for distribution, 
and the circumstances have caused the 
Court to postpone from time to time 
the effective date of its decision. The 
good will shown by the San Fran- 
cisco vote is also in strong contrast 
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with the apparent success of the pub- 
_licly owned Los Angeles power sys- 
tem, which early in 1937 bought out 
Pacific Lighting’s electric properties. 

In Pennsylvania the 1938 election 
unseated the Democratic Administra- 
tion which had so aggressively forced 
extremely high taxes and rate re- 
ductions on the utilities in that state. 
And PWA loans and grants from the 
Federal Government have stopped. 
Thus the plans of public ownership 
enthusiasts for further expansion at 
the expense of private utility systems 
have been abruptly checked, and many 
have collapsed. 

Most of the branches of the Fed- 
eral Government itself are now show- 
ing signs of at least a temporary turn 


to the right. The RFC is now will- 
ing to make loans to private utilities, 
loans that were formerly not avail- 
able. The SEC has evinced a broad, 
practical and even sympathetic atti- 
tude in its administration of the 
Holding Company Act. 

Congress, after passing an addi- 
tional appropriation for the Gilberts- 
ville dam of TVA, is now inconsist- 
ently holding up the bill carrying ap- 
propriations which the TVA needs in 
order to purchase Commonwealth 
& Southern’s Tennessee properties ; 
the sub-committee in charge is com- 
posed largely of representatives from 
coal states that are worried about the 
effects of water power expansion 
upon that sick industry. And the re- 


constituted Supreme Court, in the re- 
cent Pennsylvania rate case, warned 
the various Federal agencies that, 
when appealed to, it would review 
their acts and rulings. 

These appeasements, while en- 
couraging, are still negative. In or- 
der definitely to attract new capital, 
the industry requires substantial con- 
cessions in the way of a halt to the 
growing tax burden, definite stoppage 
or limitation of government competi- 
tion, and real cooperation by the Gov- 
ernment with the industry. What is 
positive is that labor costs have 
stopped rising, material costs are 
lower, revenues are rising, and more 
current revenue is being carried 
through to net income. 


Overlooked Barrier 
Power Growth 


ELIEVERS in public ownership 
and operation of utility prop- 
erties have repeatedly asserted that 
private utility valuations are inflated 
and that this ballooning of the rate 
base enables the companies to charge 
excessive rates for their services. For 
many years, these interests advocated 
establishment of utility systems by the 
Federal Government for the purpose 
of furnishing a “yardstick” by means 
of which to measure the rates charged 
by private companies. In the past few 
years a number of such projects have 
been set up, but the significance of 
the rates they charge is open to very 
serious question. Disregarding the 
arbitrary allocation of substantial per- 
centages of their expenses to such 
purposes as irrigation, navigation and 
flood control, it is apparent that the 
basis on which they operate is not 
comparable to the situation of a 
private unit since they have to pay 
no taxes. 

The importance of this item can be 
readily appreciated when it is real- 
ized that last year taxes levied against 
the utility industry amounted to more 
than two billion dollars and totalled 
16.7 per cent of the trade’s gross in- 
come, against 18.5 per cent of gross 
for total labor costs. Obviously a mar- 
gin such as this can make a tremen- 
dous difference in the rates charged 


by the two forms of enterprise. But 
the voters in a number of states har- 
boring Federal power projects have 
recently had this discrepancy brought 
home to them through a much more 
tangible medium than the relatively 
academic concept of the fairness of 
Federal competition with the utilities. 
Where private companies have been 
taken over by Government projects, 
the loss in tax revenues has in many 
cases been very important. In Wash- 
ington and Oregon, for example, state 
and local taxes on utilities amounted 
to $6.1 million in 1937, and cessation 
of any significant percentage of this 
income through acquisition of utili- 
ties by the Government would pre- 
sent a very serious problem inasmuch 
as approximately a fourth of the area 
of these states consists of tax-free 
parks and forests. Aroused by the 
threat of vastly increased taxes on 
other properties, the Oregon legis- 
lature recently passed a law providing 
that power districts must pay taxes 
equivalent to those levied on private 
companies. Similar action may be 
taken in the State of Washington. 
The Tennessee Taxpayers Associa- 
tion has recently published a survey 
showing that public ownership of 
utility properties in the state will cost 
the counties and municipalities $2.4 
million and the state $1.1 million in 


lost tax revenues. Only about 10 per 
cent of the electric utilities in the state 
are still paying the normal amount of 
taxes. It is estimated that one county 
will lose about 40 per cent of its prop- 
erty tax, while others will be almost 
equally hard hit. The TVA is cur- 
rently paying a 5 per cent tax on 
power sales at Norris Dam and 2% 
per cent on extra-seasonal power pro- 
duced at Muscle Shoals, but these 
payments amount to only about $10,- 
000 a year and are expected never to 
exceed $625,000. There has been 
much agitation for taxation of public 
power developments in Tennessee, 
but to date political opposition has 
blocked such legislation. 

A move to acquire private proper- 
ties in Nebraska fell through recently 
when it became apparent that the 
state would probably pass a law forc- 
ing public power districts to pay taxes 
equivalent to those paid by the pri- 
vate companies acquired, and binding 
them to the provisions of existing 
franchises, contracts and ordinances, 
thus giving the municipalities the 
power to set maximum rates. This 
legislation was subsequently enacted. 
A few more instances such as this will 
go far in removing the private utili- 
ties’ fears that they may be forced to 
sell out to public agencies at ruinous 
sacrifices. 
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Elastic Boundaries 
tor the 


Strict limitation of area of encroachment upon private 


operations by government power projects would 
have important bullish implications for the industry. 


NE of the most striking contrasts 
O to be found anywhere in the 
markets is that presented by a com- 
parison of current prices for an im- 
portant group of utility bonds and 
preferred stocks with those which 
prevailed twelve to fifteen months 
ago. Securities of utility operating 
companies located in Tennessee and 
neighboring states were quoted at 
large discounts during the first half 
of 1938; now they command prices 
ranging from 90 to par and, in some 
cases, premiums. The following list 


is representative : 


1938 Recent 

ISSUE: Low Price 

Alabama Power Ist. & ref. 5s, 1968..70% 103% 
Alabama Power $7 preferred......... 5034 90 

Georgia Power Ist. & ref. 5s, 1967...78 105%4 
Georgia Power $6 preferred.......... 58 93 
Memphis P. & L. Ist. & ref. 5s, 1948.671%4 102 
Memphis Pr. & Lt. $7 preferred..... 45 99 

Mississippi Pr. Ist. & ref. 5s, 1955..61% 93% 
Tennessee El. Pr. Ist. 6s, 1947....... 70% 100 
Tennessee El. Pr. 7% 1st. preferred. .44 93 
Tennessee P. S. Ist & ref. 5s, 1970..57% *... 


*Bonds not deposited under company’s offer 
to purchase at 974 called for redemption at 104 
on October 4, 1938. 


TVA vs. TEP 


To some extent, these substantial 
net gains might be considered a re- 
flection of the generally higher level 
of prices for both investment and 
semi-speculative securities currently 
prevailing in comparison with the 
generally depressed markets of the 
spring months of 1938. But the 
major part of the appreciation is di- 
rectly attributable to developments in 
the TVA area which indicate that 
holders of senior securities of utility 
companies operating in the south- 
eastern states will not suffer from the 
effects of subsidized competition. On 
the sale of the Knoxville properties 
ot Tennessee Public Service Com- 
pany to the City of Knoxville and the 
T\ A, effected last year, preferred 
stock holders received $88.86 per 
share in liquidation. On the basis of 
the terms which have been reached 
for sale of the properties of the Ten- 
nessee Electric Power Company to 


the TVA, the full par value of bonds 
and preferred stock will be covered, 
and a substantial amount will remain 
for the common. It is expected that 
preferred stockholders of Memphis 
Power & Light will receive 100 cents 
on the dollar as liquidation of the 
company progresses. 

These actual and indicated settle- 
ments have encouraged the belief 
that, if the TVA expands its acquisi- 
tions in states adjacent to Tennessee, 
the prices paid will be sufficient to 
provide satisfactory settlements with 
senior security holders. From the 
viewpoint of holders of bonds and 
preferred stocks, the removal of the 


threat of destructive subsidized com- — 


petition is the paramount considera- 
tion, and most senior security holders 
of companies located in areas affected 
by such threats are satisfied with ar- 
rangements leading to realization of 
all, or at least the major part, of the 
capital which they have invested. 

But the developments in Tennes- 
see, although affording adequate ex- 
planation of the large gains in the 
markets for securities of privately 


—Birmingham Age-Herald 


Old Yard Sticks for New? 


owned utilities located within trans- 
mission distance of the TVA plants, 
leave other important matters in the 
realm of uncertainty. From the 
broad viewpoint of the investing pub- 
lic as a whole, it is questionable that 
any major expansion in the applica- 
tion of the principle of public owner- 
ship of utilities is fundamentally 
bullish. One practical aspect of the 
question centers in the effects upon 
the standing of equity investments in 
private utilities. In the most favor- 
able of the large deals which have 
been arranged up to the present time, 
the sale of the Tennessee Electric 
Power properties, the parent company 
(Commonwealth & Southern, which 
owns all but a few shares of the 
common stock) will receive about $6 
million applicable to the junior equity. 
This compares with a stated value of 
over $17.7 million for the common 
on the company’s books. In the 
Knoxville deal, the price did not fully 
cover the preferred stock and there 
was, of course, nothing left for the 
common. 


Competitive Threat? 


The TVA-TEP deal is encourag- 
ing to the extent that it gives some 
substantial recognition to equity in- 
vestment. But for the large body 
of utility stockholders, signs of an 
approaching end to the encroachment 
by the Government upon the field of 
the privately owned utilities would 
have much greater constructive sig- 
nificance. The first question which 
arises with respect to the future ex- 
tent of subsidized competition is that 
of the scope of the TVA. The en- 
abling legislation now before Con- 
gress- authorizes the TVA to issue 
up to $100 million bonds to finance 
purchases of generating and trans- 
mission equipment. This is sub- » 
stantially in excess of the amount 

(Please turn to page 24) 
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A Common Stock Guide a. 
to Forty Utilities 


Capitalization 
Price ——— 000 
Earned Range Recent Common onds 
STOCK: Sh. (1938) (1938) Price (shs.) (shs.) ($) COMMENT ON STATUS AND PROSPECTS 
1 An unimpressive earnings record, large preferred arrears and con- 

Amer. & Foreign Power. DS8.66 2% Ya tinued in foreign territories served place the shares 

in a highly position. 
— 1, eee 2 271/ 1914 3 3 35 2 Has relatively satisfactory position with respect to the integration 
Amer. Gas & Electric.... 2.233 37%4—-19% 34 4,483 = provision of the Holding Company Act and encouraging longer 
: z : - "to 5 256 536 76,700 Changes in the level of activity in the industrial area served have 
Amer. Light & Traction.. ‘ important effects upon earnings. are of caliber. 
: op: "1, 31, li, 3, 1,772 360,534 The issue represents primarily a speculation upon a liberal interpre- 
6 2,343 200 191,053 Wide swings in earnings reflect the industrial character of the ser- 

Am. Water Wks. & EL... os —s ” . ; vice area and place the shares in a speculative position. 

Assoc. Gas & Elec. A 1%~— % 11/16 4,564 476 523,200 Despite efforts to simplify the complicated corporate structure, shares 

Lien nj es 2.95 23341014 23 745 None 49,000 Future earnings depend upon development of new uses for gas, close 

B’klyn Union Gas........ ‘ control of operating higher rates. 

ee =. 1 37 3 467 ,600 Despite progress being made, the heavy senior capitalization and 

Cities Service preferred the common shares in a highly speculative 
position. 

Cleveland Elec. Illum’t’ng 2.44 3914,—3013 39 2,325 255 40,000 hanges in the level of activity in the steel and automotive industries 

have important effects upon earnings. Increasing municipal com- 
petition clouds the outlook. 

Columbia Gas & Electric. 0.31 974— 5% 6 12,223 1,101 182,009 Although recent accounting revisions have improved the status of 
the common shares, they continue in a speculative position. 

Commonwealth Edison.... 2.40 228 —22% 2 8,301 None = 418,358 Statistical position of shares improved by recent integration and 
refunding program, although bond conversions are diluting earn- 
ing power per share. 

Commonwealth & South’n 0.08 2144— 1 1% 33,673 1,500 537,946 Future earnings will be importantly effected by ultimate outcome of 
entire TVA situation. 

Cons. Edison, N. Y...... 2.09 34144—17 31 11,472 2,185 475,068 Improved public relations and an aggressive appliance program should 

‘ig be beneficial to revenues. Shares are of better-than-average caliber. 

Cons. Gas, El. Lt. Balt.. 4.06 74 —55 75 1,167 223 67,183 Future earnings will continue to reflect the relatively stable domes- 
tic load. Shares are of good grade. 

Deiroit Edison ........ — 6.19 11514—76 118 1,272 None 141,820 Changes in the level of activity in the automotive industry continue 
to be the most important single earnings determinant. 

Duke Power ....... ake 4.25 6734—34 66 1,010 3 38,000 The threat offered by government power projects continues as an 
unsettling factor. 

Electric Bond & Share... 0.18 157%— 4% 8 5,267 1,456 None Wide changes indicated to comply with the Holding Company Act. 
Shares of speculative caliber. 

Electric Power & Light.. D0.30 14 — 6% 8 5,432 850 275,975 Subsidiary arrears continue to block parent company income. This 
factor and the Public Utility Act place shares in speculative posi- 
tion. 

Engineers Public Service. 0.81 10%— 2% 9 1,910 430 = 152,771 Earnings trends continue satisfactory. Sizeable residential load help- 
ful during periods of slack industrial activity. 

Federal Light & Traction 1.97 1612— 6% 15 525 44 18,642 An unimpressive financial position and vulnerability under the P. U. 
Act place shares in highly speculative position. 

Hackensack Water........ 2.21 30 —24 30 308 60 14,350 Earnings continue to reflect the characteristic stability of water 
operations. Shares attractive’ for income. 

Long Island Lighting..... D0.13 1~— % % 3,000 254 61,100 Unsatisfactory public relations and increasing operating costs and 
taxes cloud the earnings outlook. Shares highly speculative. 

National Pr. & Lt..... Rete 1.28 954— 5 7% 5,456 279 =. 257,082 Sale of Tenn. properties and rate cuts will reduce earnings; partial 
offset is pending refunding program. 

New Eng. Power Ass’n... 0.40 12'4—10 13 933 663 148,500 Changes in the level of industrial activity in the service area con- 
tinue as the major earnings determinant. 

Niagara Hudson Power... 0.50 103g— 5% 7 9,581 485  7228,300 An important industrial load and a wide leverage factor suggest good 
earnings gains during periods of business improvement. 

North American Co....... 1.55 264%—1334 21 8,575 1,303 341,220 Longer term earnings outlook satisfactory. Shares are among the 
more attractive in the group. 

Northern States Power A D1.25 147%— 6% 9 §1,071 780 94,900 Despite important refundings and other corporate changes, the 
shares continue in a speculative position. 

Pacific Gas & Electric.... 2.71 30 —223, 31 6,261 5,235 289,553 A strongly entrenched position in the service area and satisfactory 
longer term territorial prospects place shares among the more con- 

servative issues. 

Pacific Lighting .......... 4.18 314—32%4 47 1,609 197 46,000 Longer term earnings prospects satisfactory. Principal attraction of 
shares lies in income-producing characteristics. 

Penn. Water & Power.... 5.55 7514—59 78 430 21 22,100 Demonstrated earning power and satisfactory longer term prospects 
place the shares among the more conservative in the group. 

Peoples Gas Lt. & Coke.. 2.31 42 —22l% 34 664 None 76,003 Rate uncertainties cloud the longer term earnings prospects. The 
shares are of speculative caliber. 

Philadelphia Co..... coche kn 0.5¢ 8 — 4% 6 4,800 651 130,300 Prospect of increasing taxes and higher depreciation charges may 
restrict earnings progress. 

Public Service N. J....... 2.32  35%4—25 37 5,503 1,620 190,736 Favorable longer term territorial prospects, closer control of operat- 
ing costs and some improvement in the transportation division 
suggest maintenance of satisfactory earnings. 

Southern Cal, Edison..... 2.10 25 —19% 26 3,183 3,467 154,648 Satisfactory territorial prospects and demonstrated, earning power 
place the shares among the better grade equities in the list. 

Standard Gas & Elec..... D2.23 514— 2 3 2,163 1,226 355,333 Large preferred arrears and indicated wide changes necessary to: 
comply with the P. U. Act place common in a highly speculative 
position. 

Tampa Electric............ 2.39 3612—263% 30 598 10 None A satisfactory earnings and dividend record afford the shares a 

United Corp...... 0.07 2 2% 14,529 2,489 None changes in order to comply with the P. U. Act will 

ultimately transform company into a general investment trust. 

United Gas Improvement. 0.9 12%—8%4 13 23,252 765 257,285 hange in Pennsylvania politics and entry into chemical field favor- 
= but - en depreciation charges indicated. Shares moder- 

7: , ately priced 

United Light & Power B. D0.15 1% 1% §3,303 600 269,500 Recapitalization of cleaning up preferred 

arrears. an stocks highly speculative. 

Utilities Power & Light.. $D2.03 2—% ¥% 3,303 1,822 214,700 Common stock is regarded as radical speculation. Drastic reorgan- 
ization may not recognize the equity shares. 

*Per cent of par value of stock. + Subsidiary funded debt. } Twelve months ended June 30, 1937. .§ Combined class A and class B shares. 
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Four Years— 
And Segregation Problems 


Hang Fire 


Because of factors beyond control of the law, Section 11 has 


been traveling a rough and rocky road. Here are the reasons. 


URRENT events have a way of 

changing their perspective in the 
cold light of history. But when the 
complete record of the New Deal 
years is written, it is a good guess 
that Section 11 of the Public Utility 
Holding Company Act—the so-called 
“death sentence’’—will be remem- 
bered as one of the most discussed 
segments of reform legislation enacted 
during that period. 

Briefly, Section 11 provides for the 
capital simplification and physical 
integration of public utility holding 
company systems. None of these 
structures, according to this portion 
of the law, will eventually be allowed 
to function in its present form unless: 
1) the subsidiary systems cannot be 
operated independently without the 
loss of substantial economies; 2) all 
such additional systems are located 
in a single state or adjoining terri- 
tory; and 3) the continued combina- 
tion of such systems, under the con- 
trol of one holding company, is not 
so large as to impair the advantages 
of localized management, efficient op- 
eration or the effectiveness of regu- 
lation. 


Slow Motion 


Whether Section 11 is “an eco- 
nomic monstrosity” or the epitome of 
wholesome public utility reform is a 
question for time to answer. The 
important thing to note at the pres- 
ent time is that progress in achieving 
its objectives has been painstakingly 
slow. This has arisen largely because 
of factors outside of the law itself— 
factors which have combined to defy 
official interpretation of the statute 
even though some four years have 
passed since its enactment. True 
enough, registration of the industry 


from one corner of the state to the 


ger; other, a distance equivalent to that 


_ sary to effect the operation. 


—St. Louis Post-Dispatch 


Likely to Be An Easy Descent? 


under the Act has been virtually 100 
per cent. And on December 1, 1938, 
moreover, every major public utility 
holding company system had filed its 
tentative plans for voluntary com- 
pliance with Section 11. (See FW, 
Dec. 14, 738.) This, however, has 
served to highlight the difficulties 
under which the “death sentence” 
clause labors. 

Consider, first, the geographic 
problems involved. It is the rule, 
rather than the exception, that the 
utility map of the United States pre- 
sents a crazy quilt of holding com- 
pany ownership. The Electric Bond 
& Share and the Standard Gas & 
Electric systems, for example, prac- 
tically defy “integration.” On the 
other hand, take the case of Texas. 
Here is a state with 19 operating 
companies, 9 holding company sys- 
tems and one unassociated operating 
company serving an area 213 times 
that of Rhode Island. In an emer- 
gency, physical interconnection is 


such that energy could be relayed 


9 


between Chicago and New Orleans. 
Yet, such a transmission of electricity 
would be entirely within one state. 
Will Texas, then, be considered an 
“integrated area”? 

Financial difficulties are also a fac- 
tor to contend with. It is one thing 
for the Securities & Exchange Com- 
mission to approve a plan, let us say, 
contemplating elimination of inter- 
mediate holding company units; it is 
another to obtain the capital neces- 
In this 
connection, American Water Works 
& Electric affords a notable illustra- 
tion. As shown in the case of Co- 
lumbia Gas & Electric, surplus re- 
quirements must often first be ful- 
filled. And some units, Louisville 
Gas & Electric (Del.) for instance, 
may be affected by the ruling that net 
property accounts must be adjusted to 
reflect original cost. Besides, there 
is the question of reducing substantial 
security ownership in other holding 
companies. An outstanding example 
of this is supplied by United Cor- 
poration. 


Retarding Factor 


Despite conciliatory speech making 
and talk of “appeasement,” Govern- 
ment competition is still a number 
one problem to the public utility in- 
dustry. Fed by funds from the U. S. 
Treasury, power projects—Federal, 
state and municipal—have grown to 
such proportions that few major pri- 
vate systems remain actually—or 
potentially—unaffected. The most 
publicized area in this respect is that 
covered by the Tennessee Valley Au- 
thority. Under the whip of what 
some quarters feel was “confiscatory 
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competition,” National Power & 
Light sold its properties in that dis- 
trict to the TVA—but at a consider- 
able sacrifice. More dramatic, per- 
haps, was the deal involving purchase 
by the Government of Commonwealth 
& Southern’s Tennessee Electric 
Power. Now awaiting the necessary 
funds from Congress, this transaction 
was fairly satisfactory to Common- 
wealth. Meanwhile, the issue of 
competition remains as a bar to hold- 
ing company segregation. 

Scanning the Section 11 picture 
from a positive point of view, it will 
be seen that, here and there, some 
progress has been made. As early 
as December, 1937, Stone & Webster 
distributed its holdings of Engineers 
Public Service and Sierra Pacific 
Power to stockholders, thus revert- 
ing to its originally conceived status 
as a construction, engineering, financ- 
ing, supervisory and service organ- 
ization. (See FW, Dec. 21, °38.) 


In the same year, Electric Power & 
Light absorbed one of its intermediate 
units by merger. Significant, in 
1939, was North American’s elimina- 
tion of North American Edison, one 
of its intermediate holding concerns. 
This was effected by refunding the 
latter’s debentures and _ preferred 
stock with the proceeds of the sale of 
an additional preferred issue by 
North American. A few months ago, 
moreover, International Paper & 
Power placed its holdings of voting 
securities of International Hydro- 
electric System in trusteeship. 

As far as fulfilling the provisions 
of Section 11 is concerned, practically 
all of these moves fall into the cate- 
gory of “steps.” As such, they rep- 
resent but a bare scratching of the 
holding company surface. A studied 
consideration of the above examples 
will reveal that, witii the exception of 
Stone & Webster, an important com- 
plete “break-up” has yet to be seen. 


This is not the fault of the Commis- 
sion, for that body has generally 
demonstrated a rather cooperative 
and—it can be said—a realistic spirit 
in its administration of the law. 

The fact of the matter is that a 
dispassionate view of the subject does 
not admit of placing the onus on any 
particular body or institution. It will, 
instead, lead to a realistic recapitula- 
tion of the issue: In its essence, 
“segregation” contemplates the com- 
plete transformation of a utility em- 
pire covering more than 3. million 
square miles, serving more than 100 
million people and involving some 
$14 billion of holding company as- 
sets. A problem of such magnitude 
does not lend itself to easy solution. 
It requires years to accomplish—and 
years bring change. Thus there are 
those who doubt that ultimate dis- 
posal of the matter will reflect the 
initial spirit which inspired its under- 
taking. 


What Outlook for Electrical Expansion? 


HE Federal Government, 


through the National Defense 


Power Committee, has paid a good 
deal of attention to the ability of the 
utility industry to supply the nation’s 
power needs in case of war. The 
scope of the program formulated by 
this Committee, involving the eventu- 
al expenditure of close to a billion 
dollars, would appear to indicate that 
there is considerable question regard- 
ing the adequacy of existing facilities 
in time of emergency. Now that the 
political difficulties besetting the in- 
dustry show signs of slackening as a 
result of the changed attitude of the 
voters and the Administration’s con- 
cern with national defense, it becomes 
pertinent to inquire what deficiencies 
exist and how far the utilities may be 
expected to go in correcting them. 
There seems little question that the 
industry does not enjoy the wide mar- 
gin of producing capacity over po- 
tential demand which existed a de- 
cade ago. Generating capacity was 
stepped up by about 9 million kilo- 
watts in the four years ending 1930, 
whereas the increase since that time 
has been less than half as great. In 
1937, potential electric output was 
only 51 per cent larger than in 1926, 
while demand had increased by 77 per 
cent during the same period. How- 


ever, these figures overstate the case 
to some extent, since the growth of 
interconnections between systems with 
different load peaks has made it un- 
necessary for generating capacity to 
be increased in exact conformance 
with the growth in consumption. 
There are several areas, notably in 
the West, where construction of Fed- 
eral power projects has increased ca- 
pacity far beyond any demand which 
may be expected to materialize for 
some years to come. On the other 
hand, some plants in the highly indus- 
trialized Eastern part of the country 
would be hard pressed in the event of 
war or vigorous business revival and 
would be forced to purchase power 
from nearby systems. In most cases, 
this could be accomplished without 
undue difficulty, and where inter- 
change capacity of power lines proved 
inadequate it could be increased as 
much as threefold at relatively small 
expense. Expenditures on transmis- 
sion and distribution equipment have 
been maintained considerably better 
over the past few years than have 
those for generating facilities and thus 
the former divisions of the industry, 
aside from the need for some inter- 
connections, are in excellent shape. 
Construction expenditures by utility 
companies do not tell the whole story 


of the growth in power capacity. The 
Federal Government and its political 
subdivisions have entered this field on 
a large scale in the past decade, and 
when public projects now scheduled 
or in process of construction are com- 
pleted, they will have a capacity equal 
to almost a third of that of the private 
companies. These facilities are ex- 
pected to cost about two billion dol- 
lars—as much as the utilities have 
spent in the last seven years. Whether 
they will prove a blessing or a curse 
to privately owned enterprises must 
depend on the policies adopted by 
subsequent Administrations. Where 
they compete directly with the utility 
companies their influence will obvi- 
ously be adverse even if they are not 
used as rate yardsticks, but where 
they sell power to the private organ- 
izations for redistribution, they will 
obviate the necessity for construction 
of much standby capacity. 

These public projects will not be 
completed at any time within the near 
future. In the meantime, private in- 
terests are going ahead with construc- 
tion programs more aggressively than 
they have dared to do for some years. 

3y the end of the present year, it is 

anticipated that private plants will be 

able to take care of a demand of about 
(Please turn to page 27) 
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The Trend of Share Values 


What About the 
Second 


HILE it is yet somewhat early 

to particularize on the second 
half-year now just ahead, certain 
broad _ influ- 
ences are nev- 
ertheless to be 
discerned that 
will give direc- 
tion to the 
period. A re- 
view of these 
forces should 
prove of real 
interest. 

As first 
consideration, 
from the eco- 
nomic ap- 
proach, are the nation’s huge mone- 
tary resources. Not only has the 
redundancy of credit served to drive 
interest rates to increasingly lower 
levels, but it has eased liquidating 
pressure during the business and price 
declines initiated in January. This 
influence, including an absence of 
large corporate or individual debt, is 
to be rated as distinctly on the favor- 
able side in its effect on security and 
commodity prices, as a cushion to 
business recession, and as a potential 
support to trade and price expansion. 


—Finfoto 
Charles J. Collins 


Building Revival? 


A second factor of considerable 
weight lies in the relatively heavy 
building contracts, both for public 
works and residences, that have been 
let over the year to date. By summer 
an increased rate of actual construc- 
tion should derive from these awards 
and there is reason to believe that 
heightened operations should be 
maintained into the autumn. Activity 
in the construction field is ramified 
through many industries, including 
transportation, and thus broadly af- 
fects wages and employment. 

Turning to consumption goods ac- 


By Charles J. Collins 


tivity, it can now be assumed that the 
business decline of the past five 
months has ironed out the majority 
of those minor maladjustments that 
brought the decline about. The rise 
in production activity during the last 
half of 1938 was too rapid to hold. 
In keeping with this outlook, these 
columns in November of last year 
took the position that an ensuing 
business irregularity of a corrective 
nature should be registered over the 
early months of 1939 as an interrup- 
tion to the underlying upward trend. 

Business decline of the anticipated 
character was witnessed on schedule, 
but was both accentuated and pro- 
longed by two unpredictable develop- 
ments—the European war scare de- 
veloping in late March, and the coal 
strike coming some weeks later. As 
a result of these events spring re- 
covery was prevented, the industrial 
plant, instead, operating through this 
season on a reduced basis. Over the 
period, however, consumer purchas- 
ing power has been well maintained, 
and this fact, in combination with the 
lowered level of production, should 
not only have corrected the moderate 
excesses of the 1938 upsurge, but 
should have created a backlog of con- 
sumer’s goods demand that will be- 
come evident in due course. 

With building activity attaining 
peak levels during the summer 
months, a moderate upward pull on 
the curve of general business can be 
visualized as increased expenditures 
for labor and materials are witnessed. 
Should consumption goods activity 
turn up at the same time, an addi- 
tional stimulus will then also be pres- 
ent and this could cause a sharp up- 
ward trend by late summer. Con- 
sumer’s goods inventories, except in 
the textile and automobile industries, 
are low, and these last two situations 
could easily be cleared up through a 
commensurate curtailment of opera- 
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tions over the four to six weeks ahead. 

Altogether, then, the strength of 
the credit situation, combined with a 
prospective increase in construction 
and a healthy outlook for consumer’s 
goods activity, would suggest that the 
summer months, now not so far 
ahead, could register business im- 
provement, with the uptrend continu- 
ing into the autumn. The intensity 
of the movement, and its endurance 
beyond the autumn months, would be 
proportioned to other developments, 
such as the yet undeterminate tempo 
of activity in certain of the heavy 
goods industries, including railroad 
and electric equipment. 


Another Influence 


At this point, however, attention 
should be called to another important 
influence—that surrounding foreign 
developments. While the summer 
building outlook, based upon con- 
tracts already let, will hardly be af- 
fected by what happens abroad, a 
renewal of war tension this summer, 
if of the proportions witnessed this 
spring, could seriously interfere with 
consumer’s goods purchases during 
the continuance of the scare. In such 
event business, with only increased 
building to help, would probably ad- 
vance but little above current levels. 
When and as foreign conditions im- 
proved, a rising consumption goods 
activity would then be witnessed. 

Actual outbreak of war, rather 
than another scare, would completely 
alter the entire economic outlook as 
discussed above by substituting, once 
the initial period of readjustment to 
a war economy were effected, other 
business stimulants. As to whether 
war or even another war fright will 
develop, is a question beyond the 
province of the economic commenta- 
tor. Military opinion has set up 

(Please turn to page 25) 


ts 
| 
st 
ry 
ot 
re 
ill 
yn 
he 
n- 
rs. 
. 
1S 
be 4 
rut 


“Also FW” refers to the last previous 
item in the magazine. Opinions are based 
on data regarded as reliable, but no re- 
sponsibility is assumed for their accuracy. 


Ratings are from FinaNciAL 
Independent Appraisals of Listed Stocks. 
Refer to individual Stock Factographs for 
further vital information and statistical data. 


° AMONG *° THE © BULLS © AND © BEARS ° 


Prices Are as of the Closing, Wednesday, May 31, 1939 


Allied Stores Cc 


While obviously speculative, reten- 
tion of shares is warranted for long 
term market recovery; approx. price, 
9. With some 55 retail outlets geo- 
graphically distributed among twenty 
states, operations are rather sensitive 
to general economic trends. Official 
indications that sales and earnings 
have been running at satisfactory 
levels—and well ahead of those of a 
year ago—are therefore encouraging. 
But chances do not favor resumption 
of common dividends in the near 


future. (Also FW, Dec. 21, ’38.) 


C+ 

Though not suggested for new 
commitments, shares are suitable for 
continued retention over the longer 
term; approx. price, 14 (indicated 
ann. div., $1). By far the largest 
rayon weaver in the country, Bur- 
lington is currently benefiting from 
the highly favorable rate of rayon ac- 
tivity. Operating statements are re- 
leased semi-annually and estimates of 
first half net range all the way from 
$1 to $1.60 per share. In the first 
six months of 1938, per share net 
was 40 cents. With financial posi- 
tion satisfactory, the chances favor a 
more liberal dividend policy this year. 


Burlington Mills 


Childs, pfd. C 


While not suitable for conservative 
requirements, existing holdings of 


shares may be retained, strictly as a 
speculation; approx. price, 53. Large- 
ly because of World’s Fair operations 
in excess of expectations, Childs pre- 
ferred shares were moved sharply up- 
ward recently on increased activity. 
Company sustained a loss of approxi- 
mately $262,000 ($7.02 per preferred 
share) in the opening quarter. The 
chances are, however, that second 
quarter results will go a long way 
toward reducing this deficit. From 
this point, it does not appear as if 
dividend restoration is in, early pros- 


pect. As of March 31, last, accumu- 
lations were $50.75 per share. (Also 
FW, Feb. 22.) 

Holly Sugar C 


While not attractive for fresh pur- 
chases, maintenance of existing specu- 
lative positions in shares is war- 
ranted; recent price, 12. Although 
representing a sizeable reduction from 
the preceding twelve-month, per 
share net of $1.05 for the March 
fiscal year was more or less in line 
with expectations. Interesting is the 
fact that while production of refined 
sugar was the highest in company’s 
history, net received for sugar was 
the lowest in its experience. It is 
probable that taxes will continue to 
depress net. But with a favorable in- 
ventory position and a firmer price 
structure, indications are that the 
1939-40 year will record improve- 
ment. 


Int. Rwys. Cent. Amer., pfd. C+ 


Though obviously speculative, pros- 
pects continue to favor retention of 
shares in well diversified lists; ap- 
prox. price, 59 (paid $3.25 so far this 
year). Recent activity in these shares 
is based on more than the mere fact 
of short term improvement. It goes 
back to 1937, when company gave a 
lien plus 37 per cent of its common 
stock to United Fruit in exchange 
for cash plus concessions respecting 
traffic movement, possible port com- 
petition, etc. First quarter earnings 
were equivalent to $5.14 per pre- 
ferred share, compared with around 
$3.94 in the like 1938 period. Giving 
effect to last month’s $2 payment, 
arrears on this issue (5 per cent, 
$100 par) were $25.50 per share. 


Lee Rubber C+ 


Though one of the smaller units in 
the field, operating record and pros- 
pects warrant continued retention of 
shares, now around 32 (pd. 50 cents 
so far this year). It was generally 
agreed that Lee would report further 
earnings improvement in the six 
months ended April 30, 1939. Ex- 
pectations, however, did not run near- 
ly as high as the $2.55 per share 
(compared with $1.23 for the like 
1938 period) actually shown. Pos- 
sible price-cutting and _ inventory 
write-downs are, of course, constant 
factors to consider in this situation. 
But if current trends are sustained, 
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It has been a long trail from the days of 1859 when 
Drake struck oil near Titusville, Pennsylvania. The 
pioneers sought oil to light their lamps, make their 
candles and grease the wheels of their covered 
wagons. Among these hardy oil pioneers were the 
men who founded what is now Tide Water Asso- 
ciated Oil Company and had the honor of building 
the world’s first long-distance pipeline. 


That pipeline still carries the “liquid gold” from 
Pennsylvania’s richest oil fields to the Company’s 
refinery where it is made into the Veedol motor oils 
that are distributed throughout the world. 


The steady plodding of all these years is back of 
the quality products available to motorists under 
PRODUCTS IN THE WEST 
Associated Flying A Gasoline 
“Aviation” Ethyl Gasoline 
Automatic Burner Oil 
Avon Industrial Lubricants 


Pioneers 


Progress 


AVAILABLE NATIONALLY 


Veedol Motor Oils 
Cadel Diesel Engine Lubricants 


the Company’s brand names. And to control this 
quality from the oil fields to the service stations is 
a fully integrated company with 1,118,406 acres of 
developed and prospective oil lands in twelve States 
... crude is producted from its 3,703 wells ... trans- 
ported through its 2,895 miles of pipelines, by its 17 
sea-going tankers and 23 harbor crafts . . . its prod- 
ucts are made in its four modern, well-equipped 
refineries strategically located in the East, Mid- 
Continent and on the Pacific Coast ... and deliv- 
ered in its 1,763 tank cars and 1,400 motor vehicles 
... to its bulk plants, service stations, and dealers 
throughout the country. Operations afford employ- 
ment for 10,500 employees and the Company’s 
securities are held by nearly 30,000 stockholders. 
PRODUCTS IN THE EAST 

AND MID-CONTINENT 
Tydol Flying A Gasoline 
Tydol Ethyl Gasoline 
Tydol Heating Oils 
Tycol Industrial Lubricants 


Tide Water Associated Oil Company 


NEW YORK 


SAN FRANCISCO 


TULSA 


profits should reach record levels in 


the current fiscal year. (Also FW, 
Jan. 11.) 
Phillips Petroleum B 


Upon definite evidence of a return 
to more normal market conditions, 
shares may be regarded as one of the 
more attractive situations in the oil 
group; approx. price, 35 (indicated 
ann. div., $2). Reflecting higher 
prices for refined products, particu- 
larly gasoline, and increased demand, 
second quarter earnings will probably 
be well above those of the preceding 
three months. In the initial period, 
per share net was 33 cents. Indica- 
tions are, however, that profit will 
remain below that of the like quarter 
a year ago, when it was equivalent to 
74 cents a share. (Also FW, Feb. 
22.) 


Sears, Roebuck 


Under normal market conditions, 
shares (now around 76) rank with 


EARNINGS REPORTS 


EARNED PER SHARE 
ON COMMON STOCK 


1939 1938 
12 Months to April 30 


Eastern Gas & Fuel.............. e 0.85 ce 9.85 
p10.37 p 8.95 
Tennessee Electric Power.......... pl1.77 pl1.10 

6 Months to April 30 
Lakey Foundry & Machine........ 0.33 0.02 


16 Weeks to April 22 

6 Months to March 31 
ee D 0.24 D 0.15 
3 Months to March 31 
America Power & Light........... 0.24 0.30 


0.01 0.01 
Silver King Coalition............. D 0.05 0.05 
D 0.33 D 0.32 
White Rock Mineral Springs...... 0.07 0:20 


ce—Prior preference stock. e—Before depletion. p—Pre- 
ferred stock. D-—Deficit. 
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the more attractive equities in the 
merchandising group (ann. div., $3). 
Belated spring buying was apparently 
responsible for an unexpected spurt 
in Sears’ May business—and another 
record breaking four-week sales 
period was recorded. This showing, 
together with those of previous 
periods, will probably force upward 
revisions in earnings forecasts for the 
first 24 weeks. Estimates had been 
made that net would equal some $1.65 
per share for the period; in the 24 
weeks ended July 16, 1938, profit was 


equivalent to $1.25 per share. (Also 
FW, May 10.) 
Socony-Vacuum B 


Large common-share capitalization 
acts as a market drag, but stock is 
not unreasonably priced for long 
range retention; approx. price, 12 
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The FINANCIAL WORLD 


Vol. 71. No. 23 


MEN 
MANAGEMENT 
MOTORS 


Engineering experience, loyalty and 
expert craftsmanship of Continental’s 
employees guarantee the best possible 
product—yesterday, today and tomorrow. 


The management of Continental Motors 
is always looking forward 


adapting its 
37 years of experience toward keeping its 
product and organization ahead of the 
current “Standard.” 


Whether on land, on sea or in the air, 
“Red Seal” motors reflect the advanced 
engineering that gave them birth. From 
Continental’s two great plants, these en- 
gines move in a steady stream toward 
a widely diversified market. Dependable 
... Economical ... Enduring . . . these 
power units have earned an enviable 
reputation in a host of automotive, in- 
dustrial, agricultural, aircraft and ma- 
rine applications. 


[ontinental Motors [orporation 


A specialized manufacturer for a diversified market 
DETROIT AND MUSKEGON, MICHIGAN 


Dependable power for trucks — tractors — buses — farm 
machinery — airplanes — industrial machinery — lighting 


plants — passenger cars. 


(ann. div., 50 cents). While com- 
pany’s volume is somewhat better 
than in the like period a year ago, 
earnings have failed to record satis- 
factory improvement. As _ matters 
now stand, a return to the high profit 
levels of 1937 will not be seen until 
prices for finished products are ad- 


justed more in line with crude oil 
and operating costs. Nevertheless, no 
difficulty is looked for in so far as 
dividend coverage is concerned. 
Meanwhile, the company is slated to 
benefit from the refunding program 
which is now being considered. (Also 


FW, Mar. 22.) 


LVames im 
the LVews 


Charles Wetmore Kellogg 


(See Cover ) 


AKING a hint from the policies 

followed by the country’s lead- 
ing stock exchanges, the Edison Elec- 
tric Institute 
has announced 
that it will 
hereafter have 
a paid presi- 
dent instead of 
a utility execu- 
tive on a part- 
time, gratui- 
tous basis. The 
individual who 
has been selec- 
ted—and_ with 
wisdom—is —B.& S. 
Charles W. 
Kellogg, chairman of the board of 
Engineers Public Service Company, 
who has served as president of the 
E. E. I. since mid-1934. 

While Mr. Kellogg will continue 
as a director of E. P. S. and certain 
of the company’s subsidiaries, he will 
now devote the bulk of his time and 
energy (and he is particularly un- 
tiring) to acting as the spokesman 
for the Institute and the $13 billion 
public service industry which it rep- 
resents. In choosing one of the out- 
standing utility leaders to head the in- 
dustry’s trade association, the trustees 
of the Institute are believed to be fol- 
lowing a policy which was originally 
laid down at last year’s convention. 

Particularly well fitted is C. W. 
Kellogg to assume the leadership of 
this institute, which should now en- 
joy increasing prestige with a turn 
for the better in the Government’s 
attitude toward the utilities. Not only 
has Mr. Kellogg headed the Institute 
for three terms but he is a utility ex- 
ecutive of 36 years of experience. A 
graduate of Massachusetts Institute 
of Technology in 1903, he joined 
Stone & Webster that same year to 
start his career. From serving in an 
executive capacity for several of the 
S. & W. affiliates, he moved up to 
Engineers Public Service as president 
in 1925. In 1933 he retired as presi- 
dent and became chairman of the 
board, the position he has held since. 
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The Next Four Pages Contain 


WORLD 
OMPLETE INVESTMENT SERVICE 


Published Weekly for Busy Investors Who Desire Specific Advice Quickly 


June 7, 1939 


The Market Outlook 


Business activity holds above year-ago levels; prospects 


moderately encouraging. 


OLLOWING six successive days of advances, 

stock prices at mid-week eased off, increasing 
the ranks of those who believed that a technical 
correction was about due. Since the lows of April 
8, the industrial stock average has advanced near- 
ly 17 points, retracing +5 per cent of the decline 
which began early last November. After such an 
accomplishment it is logical to look for at least a 
period of market rest during which gains are con- 
solidated. But the general situation now in evi- 
dence is not such as to suggest that the upward 
movement has been completed, and that another 
decline carrying prices through the April lows 
is in prospect. 


ONSIDERING the season of the year as 

well as the political obstacles still in its path, 
business is giving a reasonably encouraging per- 
formance. For the latest week a contra-seasonal 
rise occurred in electric power output, placing 
the gain over a year ago at 11.7 per cent. Al- 
though automobile production has been curtailed, 
retail demand continues to hold to levels 45 to 50 
per cent above the same period last year. New 
construction activity shows no sign of early slack- 
ening, and the steel industry’s operating rate was 
again moved up this week. All in all, there ap- 
pears to be accumulating substantial support for 
the opinion that the trade recession has about run 
its course. 


HILE no reflection thereof is yet to be 
found in the action of the stock market, the 
growing threat of inflation is again coming in for 
increased discussion in financial circles. Start- 
ing from rumors that another big spending pro- 


“Inflation” again in the air. 


gram was on the way, to throw the budget much 
further out of balance, this latest inflation-mind- 
edness has been accelerated by the proposal now 
that the Government guarantee loans of a_bil- 
lion or so to “small business,” and even the pos- 
sibility that the President will use his authority 
to issue some of the three billion in greenbacks 
has again been brought out. It is impossible to 
predict whether or not inflation psychology will 
grow in the immediate future to proportions 
which would have a positive effect on the stock 
market. But the continuing prospect that new 
“monetary meddling” may be resorted to by the 
New Deal if business does not perform accord- 
ing to its desires, and will undoubtedly be seen 
later on if government finances do not soon return 
to orthodoxy, constitutes a powerful barrier to 
equity liquidation by large investors. 


HE indications are that the next important 

movement by trade and industry will be up- 
ward, although a number of weeks may have to 
elapse before the business indexes begin to re- 
flect sustained gains. In the meantime, the stock 
market may prove unable to register much if any 
improvement from current levels. But there ap- 
pears little reason for disturbing holdings of well 
selected issues which are affording good returns 
and whose earnings should continue to be ade- 
quate for current dividend rates. In the not far 
distant future it should be possible more accurate- 
ly to appraise the prospects for autumn business, 
and at that time can be considered the advisability 
of extending holdings of the more speculative type 
of equities—Written June 1; Richard J. An- 
derson. 
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The Trend Things 


Second-Half Outlook : 


One of the favorable factors to which general 
business can look forward in coming months is 
an increased rate of building activity. Contract 
awards to date have been running materially 
ahead of the levels of a year ago, and these con- 
tracts are now being translated into actual work. 
Another favorable consideration is that, in con- 
sumption goods, the business decline of the past 
five months has ironed out the majority of the 
maladjustments created by the rapid rise in busi- 
ness during thé latter half of 1938. Should con- 
sumption goods activity turn up shortly, at the 
same time that actual building operations are at- 
taining peak levels, the combination could well 
cause a sharp upward trend in general industrial 
activity in the summer months. Of course, much 
still depends upon developments in Europe. But 
barring further untoward events there, the outlook 
is for trade gains in the months ahead. ( Details 
on page 11.) 


Steel: 


Business indexes will shortly be bolstered by 
a considerable improvement in the steel produc- 
tion component. Output for the week beginning 
May 29 is officially scheduled at 52.2 per cent 
of capacity, against 48.5 per cent for the previous 
week and 45.4 per cent (this year’s low) the week 
before. Settlement of the coal strike is partly 
responsible for the upturn, but the principal con- 
tributing factor is believed to be the mills’ desire 
to work off as soon as possible the substantial 
amounts of steel booked several weeks ago at price 
concessions up to $11 aton. Specifications against 
these orders will probably maintain steel schedules 
around present levels or higher for some time to 
come, but bullish inferences can be drawn from 
this only with two important reservations. In the 
first place, auto makers ordered steel far beyond 
near term needs in order to take advantage of the 
price cuts, and thus a significant amount of cur- 
rent business has been borrowed from next fall. 
Secondly, steel producers will probably lose money 
on these orders due to the extremely low prices 
at which they were placed. 


A Power Shortage? 


On the face of the figures, a shortage in the 
country’s electric power generating capacity ap- 
pears to exist. In 1937, capacity was up 51 per 
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cent from 1926, while demand in the meantime 
had risen 77 per cent. Some territories are ex- 
periencing demand which closely approaches pro- 
ductive capacity, but for the country as a whole, 
the growth in recent years of interconnections be- 
tween systems with different peak loads has made 
it unnecessary for generating capacity to be in- 
creased in exact conformance with growth in con- 
sumption. Nevertheless, lifting of political clouds 
would find many companies embarking upon ex- 
pansion programs, extending their service to dis- 
tricts not now tapped. And there is a great deal 
of room for replacement of existing facilities with 
newer and more efficient equipment. (Details on 
page 10.) 


Office Equipments : 


Observers are looking for the office equipment 
industry this year to show a gain in sales of 
around 15 per cent from 1938 levels. Profits, 
however, should advance more sharply. In the 
first place, the larger volume itself will improve 
profit margins. Secondly, considerable progress 
was made by the industry last year in reducing 
operating costs. Unsettlement in Europe is an 
adverse influence (about 20 per cent of last year’s 
sales were made abroad), but this is more than 
offset by improved demand elsewhere. While 
none of the office appliance makers’ stocks can be 
regarded as being on the bargain counter, these 
shares usually turn in a better than average per- 
formance in a period of generally rising prices. 


Newsprint : 


One of the Government’s most recent anti-trust 
moves is directed against the newsprint industry. 
This is a business which for years has been char- 
acterized by the uniformity of prices quoted by 
virtually all of the major producers. But despite 
this control of prices, the industry usually is unable 
to show reasonable profits from its operations. 
For last year, prices were raised, but publishers 
stocked up heavily beforehand and producers’ earn- 
ings were disappointing. Now, those stocks have 
been worked off, and business currently is being 
done at the $50 a ton price (against the $42.50 
previous price). Thus, the outlook for earnings 
this year is satisfactory. 
ahead, the anti-trust investigation places the news- 
print company shares again in a definitely specu- 
lative position in addition to increasing competi- 
tion from new southern mills. 


But looking further | 
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Grocery Chains: 


Striking earnings gains of a number of chain 
grocery systems are being accomplished on only 
small increases in sales. Department of Com- 
merce figures show grocery chain store sales up 
but 4% per cent for the first four months of this 
year—although for April alone average daily sales 
rose eight per cent from the level of April, 1938. 
The explanation of the better earnings perform- 
ance is largely, as has previously been pointed out, 
the better control which the companies have been 
able to effect over costs. But if sales continue to 
show the improvement which characterized April, 
further good gains in profits should be in prospect. 


Cigarettes: 


For the first time in six months, tax-paid with- 
drawals of cigarettes in April declined below year- 
ago levels. Despite that dip (2 per cent), the 
first four months are more than 2% per cent ahead 
of the same 1938 period, and it appears unlikely 
that the long term upward trend in consumption 
has yet been halted. Earnings of the cigarette 
companies this year will be affected to some ex- 
tent by higher tobacco costs, but on the basis of 
trends so far this year it appears likely that 
aggregate profits for the leading companies will 
approximate the results reported for 1938. 
Cigarette company shares retain their position as 
attractive income producers, although too much 
shouid not be expected of them in the way of price 
appreciation. 


Oils: 


Several leaders in the petroleum industry have 
recently pointed out the necessity for a wider 
margin between prices for crude and for refined 
products. Quotations for the latter have been 
reduced a number of times in the last several 
years whereas there has been only one cut (last 
October) in the price of crude. Companies pro- 


ducing less than their full requirements of this 
raw material have thus suffered a severe diminu- 
tion in their profit margins. However, it is feared 
that a cut in crude prices would merely be followed 
by further weakness in quotations for gasoline, 
thus making a bad situation worse. On the other 
hand, higher prices for motor fuel would be dif- 
ficult to attain under present competitive condi- 
tions, and might cause a relaxation in the restric- 
tions on crude output. In this connection, the 
Texas proration authorities have just ordered 
wells in that state to be shut down two days a 
week during June. 


Prices: | 
Although the wholesale commodity price in- , 
dexes have not been acting any too well recently, 
the average spot price of 15 commodities (which 


is more sensitive than the wholesale figures) has 
attained a new high for the past half year. This 
rise has developed during the past month, carry- 
ing the Moody Index from 138.6 on April 24 
to 144.9 on May 24 and 25. (Latest figure, 
144.3.) Of itself, a 41% per cent rise in the spot 
price average is not particularly impressive, but 
the short space of time in which the movement 
has been accomplished warrants more than pass- 
ing attention. 


Summary of the Week’s News 


Positive Factors: 


Carloadings—Attain best level of current year. 

Steel—Operations expand further in sharpest week- 
ly gain of 1939. 

Retail Sales—Running at high levels. 

Washington—Tax program formulated; President 
and Congressional leaders in agreement on essential 
parts. 


Neutral Factor: 


Excess Reserves—Continue to expand to new 
peaks. 


Negative Factor: 


Automobile Industry—Briggs tie-up drags weekly 
output to new low for year. 
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Comments on Recommended Issues 


Current Recommendations 


HE complete list of Current Recom- 

mendations, which previously appeared 
each week on this page, henceforth will ap- 
pear every other week. Any additions or 
deletions which occur in the meantime will 
be duly outlined, with reasons for the 
changes given. When the tabulation of 
recommendations is omitted, this page will 
be largely devoted to factual reports on pre- 
vious recommendations, such as appear here 
this week, and other analyses and discussions 
of subjects of investment interest. 


American Home Products : 


Company recently announced purchase of 
llarold H. Clapp, Inc., pioneer and one of the 
leaders in the rapidly growing strained and 
chopped baLy foods industry. With twenty-nine 
different varieties of foods for children ranging 
in age from four months to six years and with 
average retail price about 8 cents a tin, 90 per 
cent otf Clapp’s volume is through grocery chan- 
nels. Its dollar volume of business, with strained 
and chopped foods combined, is larger than that 
of any other baby food manufacturer. Harold H. 
Clapp, Inc., has so far restricted its activities to 
the United States and Canada. Through the 
possible aid of some of the foreign subsidiaries of 
American Home Products, however, it is ex- 
pected that scope of the organization may be en- 
larged to include more world-wide operations. 
(Approx. price, 47; yield, 5.1%.) 


American Snuff: 


This company does not release interim state- 
ments. At the annual meeting last month, how- 
ever, it was revealed that sales and earnings in 
the first four months of 1939 were moderately 
ahead of the like period a year ago. President M. 
J. Condon observed that unemployment among 
cotton workers might have some effect on profits 
this year. He nevertheless expressed the belief 
that present dividend rate was in no danger. For 
1938, company reported net of $1,655,000, equiva- 
lent to $3.32 per share. Present dividend basis 
is $3 per annum (payable quarterly) plus 25 
cents extra, a rate that has been in effect since 
1931. (Approx. price, 65; yield, 5%.) 


(18) 
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Electric Auto-Lite: 


Based on shipments to date together with esti- 
mated volume over the next few weeks, indica- 
tions are that company will report new income of 
around $1 to $1.15 per share for the June quarter. 
In the like period a year ago, operations resulted 
in a deficit of 13 cents per share. For the first 
three months this year, per share net was $1.35; 
thus, if expectations are realized, company should 
show between $2.35 and $2.50 per share in the 
first half. Electric Auto-Lite’s principal customer 
is Chrysler and business has been benefited by 
the fact that latter’s sales have recorded the largest 
percentage gains of any major automobile manu- 
facturer. Additional customers and new products 
are also proving factors in the favorable trend. 
( Approx. price, 29.) 


Motor Wheel: 


For three months to March 31, earnings of this 
company approximated $420,000, equivalent to 
49 cents a share. In the corresponding period a 
year ago, there was a deficit of around $69,000, 
or 8 cents per share. As of March 31, company 
recorded a year-to-year increase in cash and U. S. 
Treasury bills, thus boosting current assets to $6.6 
million, compared with $5.8 million a vear earlier. 
Current liabilities were $950,300, contrasted with 
$1.4 million and working capital ratio improved to 
6.9-to-1, from 4.1-to-1 a year earlier. Motor 
Wheel is a supplier of Chrysler, where operations 
have been sharply curtailed as a result of the 
Briggs Manufacturing Company strike. This has 
had the effect of restricting Motor Wheel’s plant 
activity over the past ten days. (Approx. recent 
price, 14.) 


United Shoe Machinery : 


For the fiscal year ended February 28, 1939, 
company reported a net income approximating 
$9.5 million, equivalent to $3.95 per share. This 
compares with $10.1 million, or $4.24 per share, 
shown in the preceding fiscal year. In addition, 
company received net gains of $940,100 from 
liquidation of certain associated companies. As in 
the previous year, income from this source was 
not reflected in earnings, being credited entirely 
to surplus. As of the fiscal year-end, inventories 
were practically unchanged from the year preced- 
ing. Cash and marketable securities, however, 
gained around $242,000 to approximately $18.1 
million. At 7.2-to-1, working capital ratio was 
practically unchanged. (Approx. price, 82; cur- 
rent yield, 5%.) 
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and Otherwise 


N Wednesday of last week, the stock market com- 

pleted its sixth day of consecutive advance. In 
that respect it duplicated the experience of last June, 
when the big rally began. But there is this difference: 
A year ago, volume supporting the unbroken string of 
rising equity values never fell below a million shares 
daily and reached a peak of around 3.4 million shares 
during the six-day period. In the present instance, on 
the other hand, the heaviest trading day has been slightly 
in excess of a million—thus suggesting that chief market 
forces behind the upturn have represented professional 
and short covering operations. 


FTER having shown a sagging tendency for weeks, 

business indexes have taken a definite turn for the 
better. Aside from resumption of bituminous coal ship- 
ments, which sent carloadings to the highest total so far 
this year, increasing steel activity has effected the re- 
versal. Further recovery in steel operations is manifestly 
dependent upon improved takings by larger consumers 
such as the automobile, railroad and building industries. 


ITH Chrysler production schedules bearing the 

brunt, estimates are that some 70,000 workers 
have been affected by the strike at Briggs’ Detroit plants. 
Principal repercussion of the tie-up has been a slide in 
weekly automobile output to a new low for 1939. Seri- 
ous as this may appear on the surface, however, there 
are redeeming features. In the first place, the strike has 
come at a time when a normal scaling down of produc- 
tion is experienced. Secondly, dealers are well stocked 
and sales can be filled without difficulty. 


RUE to form, excitement in the wheat market last 

month testified to the importance of May as a specu- 
lative influence. June is also a critical month for wheat 
and if excessively high temperatures continue, the chances 
are that quotations will bounce higher. The 1939 wheat 
harvest began last week. Latest estimates are that total 
domestic production will approximate 700 million 
bushels. On the basis of current prices, indicated market 
value of the harvest is about $500 million, or about 16 
per cent less than last season. 


F EXPECTATIONS are realized, underwriting 
houses should be seeing a little daylight over the next 
month or two. It is true that issues already in registry 
with the SEC are few in number and relatively small in 
total amount. But present indications are that financing 
headed for registry over the next few weeks (including 
municipal and railroad issues which do not have to be 
registered) will top the $500 million mark. This has 
inspired some dealers to believe that activity in the new 
issue market will be maintained throughout the summer. 


ROM Washington comes the word that the Adminis- 

tration is working on a program to increase imports, 
particularly from Latin American countries. In opera- 
tion, the general effect of such a plan should be salutary. 
Time and again, businessmen from below the Rio Grande 
have expressed their desire to buy more from the United 
States. But in order to do that, they will tell you, it is 
imperative that this country buy more of their products. 
Eminently logical. Too often, people forget that foreign 
trade is a two-way proposition—Wriiten, May 31. 


THE MOST ACTIVE STOCKS—WEEK ENDED MAY 29, 1939 


Shares ~—Price Net 
Stock: Traded Open Last Change 
146,400 38% 42% +4 
Chrysler Corporation ....... 71,700 661% 71% +45% 
67,400 7% 9% +1% 
66,400 45% 50% +5 
General Motors ............- 65,000 435% 453% +1% 
Yellow Truck & Coach...... 59,200 14 16% +2% 
General Electric ............ 54,800 34% 36% +2% 
Montgomery Ward ......... 45,500 47% 51% +4 
Greyhound Corporation ..... 43,100 1834 19% +14 
Bethlehem Steel ............ 41,800 53% 5934 


Youngstown Sheet & Tube.. 38,600 33 3834 +534 


Shares r—Priee Net 

Stock: Traded Open Last Change 
New York Central........... 36,400 14 15% +1% 
Anaconda Copper ........... 30,100 23% +1% 
29,100 15% 17 +1% 
Martin (Glenn L.)........... 28,100 3454 35% 
National Dairy Products .... 28,000 15 163% +13% 
Callahan Zinc-Lead ......... 27,500 1 |< See 
26,900 22% 243% +1% 


Goodyear Tire & Rubber.....- 26,500 26% 28% 
Continental-Diamond Fibre.. 25,500 5% 7% +2% 
Brooklyn Union Gas......... 25,200 22 23% +134 
Consolidated Edison, N. Y... 24,300 3034 32 +1% 
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PACIFIC GAS AND ELECTRIC COMPANY 


SAN FRANCISCO, CALIFORNIA 


The properties of the Company and its subsidiaries constitute an interconnected system, located 
entirely within the State of California and operated by a single management. For the past twenty-seven 
years operations have been subject to regulation by the California State Railroad Commission. 


The Company operates electric generating plants having an installed capacity of 1,676,902 horse- 
power and is one of the largest producers and distributors of electricity in the United States. It also . 
ranks among the major distributors of natural gas in the country. On March 31, 1939, electric cus- j 
tomers numbered 868,971, gas customers 615,334 and water and steam customers 11,990. 1 


In the year ended March 31, 1939, 70.1% of operating revenues were derived from sales of electric ¢ 
energy, 28.6% from sales of gas, and 1.3% from minor activities. The well diversified character of the 0 
Company’s business tends to stabilize earnings and also to permit of economical operation. : 
d 
SUMMARY OF CONSOLIDATED INCOME AND DIVIDENDS ON CAPITAL STOCKS r 
12 Months to 12 Months to b 
Gross Revenue, including Miscellaneous Income’ - - - - - $102,542,587 $101,086,100 
Operating Expenses, Taxes (except Federal income taxes) and Provision for 
Depreciation, Insurance, Casualties, Uncollectible Accounts and Pensions” - - 62,083,756 60,491,040 G 
Bond and Other Interest, Discount and Other Income Deductions - - - - 12,238,232 12,217,497 : 
Net Income before Provision for Federal Income Tax - - - - $ 28,220,599 $ 28,377,563 be 
Provision tor Federal Income Tax - - - - 4,464,396 3,620,809 st 
Net Income to Surplus - - - - - - - . - - $ 23,756,203 $ 24,756,754 S 
Dividends of Subsidiaries on Capital Stocks held by Public, etc. - - - - - 142,654 247,149 ar 
Remainder—Applicable to Pacific Gas and Electric Company - - - $ 23,613,549 $ 24,509,605 lu 
Dividends on Preferred Stock - - - - - 7,758,827 7,708,491 re 
su 
Remainder—Applicable to Common Stock - - - - $ 15,854,722 $ 16,801,114 
3 Number of Full Shares of Common Stock outstanding at end of period = - - - 6,261,270 6,261,270 lor 
Earned per Share of Common Stock - - - - $2.53 $2.68 th 
ple 
2 RECORD OF RECENT GROWTH su 
~ di 
Gross Sales of Sales of 
Year Ended Operating Electricity Gas Number of Ca) 
Dec. 31 Revenue K.W.H. Cubic Feet Stockholders 
SI 
1931 - - 87,630,661 3,351,310,000 29,431,022,000 84,705 
84,596,084 2,940,605,000 39,802,857,000 96,824 the 
87,555,480 3,269,116,000 41,074,683,000 96,225 hel 
1935 - - - - - 92,084,934 3,303,312,000 48,686,774,000 92,670 19 
95,333,336 3,696,378,000 53,439,510,000 90,263 ope 
3,935,803,000 59,531,331,000 92,704 et 
3,906,866,000 62,477,013,000 95,985 
con 
BOARD OF DIRECTORS em 
James B. Brack, San Francisco James F, Focartry, New York Joun D. McKee, San Francisco dec 
ALLEN L. CuHIcKERING, San Francisco D. H. Foorer, San Francisco C. O. G. Miter, San Francisco §7 
Joun P. CocHian, San Francisco Hersert C. Freeman, New York Henry D. Nicuo ts, San Francisco pro 
W. W. Crocker, San Francisco Norman B. Livermore, San Francisco Sivas H. Patmer, San Francisco fo 
P. M. Downinc, San Francisco Cuas. K. McIntosn, San Francisco A. Emory Wisnon, San Francisco 
c 
Copies of Annual Report may be obtained on application to D. H. Foote, Vice-President and Secretary-Treasurer, and 
245 Market Street, San Francisco, California pro 
per 
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Utility 
Financing 
‘Trends 


URING the past four years 
many utility operating compan- 
ies have availed themselves of “easy 


| money” conditions to refinance high- 


cost obligations with interest savings 
of 30 per cent and more. And as the 
money market has continued to pile 
up unused credit, interest rates have 
declined to still lower levels. As a 
result many of the new refunding 
bonds issued in 1935 and 1936 at 
334, 4 and 4% per cent, have in 
turn been refunded subsequently at 
3 and 3% per cent. Consolidated 
Gas of Baltimore has been one of the 
most consistent “refunders” whenever 
the market opportunities were right, 
both as regards its bonds and pre- 
ferred stocks. Consumers Power (a 
subsidiary of Commonwealth & 
Southern) has also been very active, 
and this company affords a good il- 
lustration of the importance of these 
refunding operations. In 1938 Con- 
sumers had $32.5 million (20 per 
cent) more “borrowed” capital in 
long term bonds and preferred stocks 
than in 1933, and both the size of the 
plant and the volume of revenues were 
substantially larger, yet interest and 
dividend requirements on the present 
capital are $766,000 less than in 1933. 


SEC Attitude? 


Since the registration provisions of 
the Holding Company Act were up- 
held by the Supreme Court in March, 
1938, the nature of utility financial 
operations since that time throws light 
upon the attitude of the SEC in ad- 
ministering the Act, particularly in 
so far as its discretionary powers are 
concerned. The Commission has ex- 
empted many units from making the 
declaration generally required under 
§7 of the Act, particularly when the 
proposed financial operations were 
for renewals, or solely for financing 
the utility business of the subsidiary, 
and had been approved by the ap- 
propriate state body. But the SEC in 
permitting such exemptions has ap- 
parently “bargained” to obtain cer- 


of today’ relewisi 

Programs from this Empire State” 
Building mast is possible because — 


Research Makes RCA 
the Symbol of the Radio Age 


Every schoolboy has heard of the 
Stone Age, the Iron Age, the Age 
of Steam. It is not unlikely that the 
schoolboy of the future will hear 
his history teacher refer to the twen- 
tieth century as ‘“The Radio Age.” 

Marconi’s first transatlantic mes- 
sage in 1901... the creation of the 
Radio Corporation of America in 
1919...the formation of the 
National Broadcasting Company in 
1926...the public introduction of 
television by RCA in 1939... these 
are just a few significant milestones 
which identify the age we live in 
with the swift progress of radio. 

All the public services of radio... 
in communications, in broad- 
casting, in the creation of in- 


Radio ‘Corporation of America. 


struments for sending and receiv- 
ing sound and sight through the 
air... have grown out of the re- 
eonncle work carried on year after 
year by radio scientists. Radio with- 
out research would be like a well 
without a spring. Each year brings 
to radio new services, new devices, 
new improvements that have origi- 
nated in the RCA Laboratories... 
the world’s largest organization de- 
voted to every phase of radio re- 
search. That is one reason why the 
three letters... RC A...are often 
called ‘‘The Symbol of the Radio 
Age’... See exhibit of all RCA 
services—including Television—in 
RCA Building at New York 
World’s Fair. 


Radio City, N. Y. 
NATIONAL BROADCASTING CO. RADIOMARINE CORP. OF AMERICA RCA LABORATORIES 


RCA MANUFACTURING CO., INC. RCA. COMMUNICATIONS, INC. ENSTITUTES, 
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M... earliest use of copper goes back 
about 6,500 years to ancient Egyptians and Chaldeans 
just emerging from the Stone Age. Through the cen- 
turies, man found many uses for the red metal but the 


THE ME 


great destiny of copper was not fulfilled until the com- 
ing of the electrical age. 


No other force has so changed our lives and fostered 
high American standards of living as our inexpensive and 
ample supply of electricity. And this is so only because 
an abundance of copper was made available through 
American enterprise and initiative. 


By a remarkable coincidence, the great Butte mines 
of Anaconda started production but shortly before the 
first central station went into operation in New York 
in 1882. In the ensuing years, these Anaconda mines 
produced billions of pounds of copper for the electrical 
industry, created direct employment for tens of thousands, 
and made vast contributions to our national wealth. 


A Basic Industry 


“Copper” is one of those basic industries through whose 
development America has prospered greatly. Farflung as 
is the copper industry today, much is yet to come. 
Through research and constantly improving methods, 
“the red metal” will contribute in still larger degree to 
an ever-higher standard of living. 


from mine to 
ies 


ANACONDA COPPER MINING COMPANY 


25 Broadway New York 


tain changes, particularly in respect to position, and the “medium grade” is 


increasing charges for maintenance 
and depreciation, or restricting com- 
mon dividend payments. 

Most of the new issues have been 
designed to improve the credit rating 
of the issuing company. Thus, in the 
case of Central Illinois Public Service, 
whose $48 million old mortgage 
bonds had a distinctly medium grade 
rating, the refinancing consisted of 
$38 million mortgage bonds and $10 
million serial debentures; the new 
mortgage bonds thus have a superior 


confined only to the smaller portion 
of debt, which will be paid off an- 
nually. Thus, most issuing compan- 
ies have reduced rather than in- 
creased the ratio of debt, but in some 
instances debt has been expanded to 
a larger ratio with the SEC’s ap- 
proval, as in the case of Gulf States 
Utilities, Iowa Public Service and 
West Penn Power. Incidentally, 
Gulf States is now considering re- 
deeming bonds that were issued only 
a year ago. 


Few companies have engaged in 
preferred stock financing such 
actual cases have been for substitu- 
tion, and the old stockholders were in 
practically all cases offered the oppor- 
tunity to accept the new stock in ex- 
change. Witness Consumers Power, 
facific Lighting, Union Electric 
Light of Missouri, and North Ameri- 
can. The North American refinancing 
was distinctly encouraging as it repre- 
sented the first important applica- 
tion of the Act to an non-integrated 
holding company. In this deal North 
American retired its own bonds and 
the debt and preferred stocks of 
North American Edison (an inter- 
vening subsidiary holding company) 
with new issues of debentures and 
preferred stock, and effected a large 
cost saving by the transaction. The 
dissolution of North American Edi- 
son worked a further large saving in 


penalty taxes and administration 
costs. 
Interpretations 


The Act had previously been gen- 
erally interpreted by many as limiting 
holding company financing to first 
lien or first mortgage bonds and to 
conunon stock; and debentures and 
preferred stocks were believed not to 
be within the Commission’s discre- 
tionary powers. And in another hold- 
ing company case, Community Power 
& Light, which had heavy dividend 
arrears on its preferred stock, whose 
properties are scattered, and which 
also controls another holding com- 
pany (General Public Utilities), the 
SEC approved an application to bor- 
row $1.3 million from the RFC for 
expansion, as well as various inter- 
company transactions. 

In the Northern States Power 
cases, a number of interesting ques- 
tions arose. The Wisconsin Commis- 
sion ordered the Wisconsin subsidiary 
to cease paying interest and principal 
on an unfunded debt alleged to be due 
the Delaware company. The latter 
also owed an “upstream debt” to the 
Minnesota affiliate. As finally worked 
out, the inter-company debt of the 
Wisconsin unit was so largely can- 
celled or exchanged into common 
stock that the unit was then able to 
enter the money market and_ refund 
its high coupon bonds with very sub- 
stantial savings. And the Delaware 
company turned over its interest in 
the Wisconsin unit to the Minnesota 
company in partial satisfaction of its 
debt. As a final adjustment, the SEC 
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required Standard Gas & Electric, the 
tup holding company, to deposit its 
Northern States of Delaware Class B 
common stock in trust under a provi- 
sion that such Class B stock would 
lose its asset and voting rights, but 
retain dividend rights provided such 
dividend rights materialized by Jan- 
uary 1, 1944. Thus, the holding com- 
pany management is required to make 
the best showing possible over a five- 
year period in order to retain its in- 
vestment in the Northern States sys- 
tem. 

No important cases involving divi- 
dend arrears have come before the 
SEC since the registration provisions 
of the Act went into effect. In 1937 
the Illinois Power & Light changed 
its name to Ilinois-lowa Power; its 
old $6 preferred stock (with $24 divi- 
dend arrears per share) was ex- 
changed for new 5 per cent conver- 
tible preferred of $50 par, common 
stock and dividend arrears certificates 
for $24, which certificates have to be 
paid off before common dividends can 
be paid; and the old common stock 
was exchanged for new common and 
purchase warrants. The plan greatly 
reduced preferred dividend charges 
and should help in carrying out plans 
for advantageous bond refinancing. 


Preferred Arrears? 


Some of the holding companies with 
dividends only moderately in arrears 
may find themselves able eventually 
to pay off such arrears in cash. In 
this category fall Northern States 
Power, Illinois-lowa Power, North 
American Light & Power, New Eng- 
land Power Association, International 
Hydro-Electric as regards the $3.50 
preferred, Cities Service Power & 
Light, and probably even Common- 
wealth & Southern, even though the 
latter is over $18 million in arrears. 
But in other cases the arrears are so 
large that some form of recapitaliza- 
tion, in which the common stockhold- 
ers retain some interest, may prove 
necessary—modelled perhaps along 
the lines of the Illinois-Iowa plan. In 
this second category fall American 
Power & Light, Cities Service Com- 
pany, Empire Gas & Fuel, Electric 
Power & Light, United Gas Corp., 
Standard Gas & Electric, and United 
Light & Power. The arrears for 
American & Foreign Power ($190 
million) and for Associated Gas & 
Electric are so extensive that especial- 
ly drastic treatment may be neces- 
sary, 


You be amazed at the modern, 
up-to-date appearance of offices that are 
remodeled and redecorated with Celotex 
Interior Finish Products. And the most 
pleasant surprise of all will come when 
you learn the /ow cost for which the work 
can be done! 

Tearing-down or tearing-out existing 
finish is not necessary. Celotex Interior 
Finish Plank, Tile and Building Board 
can be applied right over present walls. And 
the effects are remarkable! 

Building operators, owners and trustees 
everywhere are now using Celotex In- 
terior Finish Products to make offices at- 
tractively modern and to provide efficient 
insulation qualities that make rooms easier 


WITH CELOTEX 
INTERIOR FINISH PRODUCTS 


to heat in winter and easier to keep cool 
in summer. And they’re “‘writing off" the 
low cost through steadier, better rentals. 


Your Celotex dealer will be glad to 
make a free estimate on the cost of re- 
modeling the interior of any building in 
which you are interested—show you how 
the job can be done beautifully and at a 
saving with Celotex Interior Finish Products. 
Call him now. Or write direct to The 
Celotex Corporation, Chicago. 


CELOTEX 


INTERIOR FINISH 
PRODUCTS 


The word Celoter 4s a brand name tdentt{ying a group of products marketed by The Celotex Corporation 


UNCRUSHED GIANT 


Continued from page 4 


not only to provide for several years 
of obsolescence but for the growing 
demand for power. It treats these in- 
vestors as if they were culpable of the 
sins of the long past and forgotten 
speculation, though they have been as 
innocent as the public itself. 


ut the truth is quickly overtaking 
the deceitful attitude of the New 
Deal toward the utilities. Within the 
past few months there has been a 
great stirring in public opinion, and 
it is away from the New Deal. The 
public is beginning to see the cant 
and hypocrisy with which it has been 
fed. Unmistakable signs of this 
revolutionary change are to be noted 
in many places. In San Francisco, 


in the Tennessee Valley, in Nebraska, 
providing evidence that whenever the 
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VER since the Columbian 

Exposition at Chicago in 
1893, electricity has been one 
ofthe mostimportantelements 
in building of World’s Fairs. 
The New York World’s Fair 
is an outstanding example. At 
night it’s a fairyland of color. 
Electricity is used everywhere, 
fromthe lighting ofthe Marine 
Gardens to the top of the 700- 
foot Trylon. 
The World’s Fair is dramatic 
evidence that electricity is a 
vital force in present day liv- 


NIAGARA 4 


\ 


When you visit the New York World’s Fair be sure to see the Electric Utilities 
Exhibits... “Forward March of America” and the “Electrified Farm”... 
and the Gas Industries Exhibit... **The Court of Flame.” 


ing. To New York State low- 
cost electricity has helped at- 
tract 291 of the 340 different 
kinds of United States in- 
dustry. Add cheap electricity 
to the other New York State 


advantages ... skilled labor, 
nearby markets, unexcelled 
transportation . . . and you 
have an ideal plant location. 
If you want to know more 
about this State as a possible 
plant site, write Niagara Hud- 
son Power Corporation, 15 
Broad Street, New York City. 


HUDSON 


question of utilities arises, the voice 
of public opinion is running strongly 
in a direction calling for a Square 
Deal. 

This sequence of events points to 
justice finally overtaking and over- 
powering injustice. It has been a 
long and tedious road for the indus- 
try and were it not for the potent 
strength of this giant it would long 
ago have been crushed under the at- 
tacks of its political tormentors. The 


tower of its power all along has been 
its efficient service and its vital hu- 
man necessity. 

To this truth the people are 
awakening. They are beginning to re- 
alize that without a free, though 
regulated utility industry, substantial 
prosperity is impossible. What they 
want and what they will increasingly 
insist upon is that the New Deal 
takes its brakes off of the utilities. 

And this is coming to pass. 


TVA BOUNDARIES: 


Continued from page 7 


needed to cover the TVA’s share of 
the purchase price of the Tennessee 
properties (a large part will be 
financed by municipalities). The 
limit of $100 million was evidently 
fixed in order to facilitate negotia- 
tions for purchase of part of the prop- 
erties of Alabama Power and Mis- 
sissipp1_ Power and possibly other 
utilities. Construction of other TVA 
dams in the Tennessee Valley, notably 
at Gilbertsville, Ky., would further 
increase the potentialities of the TVA 
for competition with or replacement 
of privately owned facilities. 


Definite Boundaries ? 


Consequently, efforts which are be- 
ing made in the House of Representa- 
tives, in connection with the Norris 
bill carrying the $100 million au- 
thorization, to reduce the bond issue 
limit and place definite boundaries 
around the territory in which the 
TVA may invade the field of private 
utility operation may be of more than 
passing significance. Even if this at- 
tempt fails, as seems rather probable, 
it may mark the beginning of a trend 
in Congress which will prove to be 
of the utmost importance to utility 
investors. Numerous other Federal 
and State power projects (Bonne- 
ville, Lower Colorado River, Santee- 
Cooper, etc.) are under way, the ulti- 
mate effect of which upon private 
utility investments is yet to be deter- 
mined. Ilfowever, if there should ap- 
pear definite evidence of an end to 
new projects of this type, duplicating 
privately owned sources of electric 
power, it might well provide the 
signal for a bull market in utilities. 

For such evidence, we must watch 
developments in municipal and county 
governments (see article on Nebraska 
utilities in this issue) and in Con- 
gress. The attitude of the executive 
department and the administrative 
agencies of the Federal Government 
offers little ground for hope that plans 
for expansion of the TVA or similar 
“authorities” in states other than 
Tennessee will be abandoned. 

The chief power engineer of the 
TVA stated before a Congressional 
committee that he believed that geo- 
graphical restriction of the TVA 
would be “unsound public policy.” 
More recently, President Roosevelt 
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renewed the agitation for one of his | 


pet projects—the proposed St. Law- | 


rence waterway and power develop- 
ment—approving the recommenda- 
tion of the New York Power Au- 
thority for exploitation of Niagara 
and St. Lawrence River power. Al- 
though it was advanced as ‘a new 
line of approach to the problem of 
finding a workable basis for coordina- 
tion of government power enterprises 
with private power systems, with full 
protection for the interests of both 
consumers and investors,” the text of 
hoth the President’s statement and 
the Power Authority's report indi- 
cates that the results of adoption of 
this project would include encourage- 
ment of subsidized competition by 
municipalities with privately owned 
companies and that the development 
would parallel in many ways the his- 
tory of the TVA. 

In the above case, however, little 
can apparently be done in the absence 
of a treaty with Canada, and the 
neighboring Dominion continues to 
show the marked lack of enthusiasm 
for the project which has forestalled 
the repeated efforts of the American 
public power advocates, over a period 
of many years, to obtain an interna- 
tional agreement. 


SECOND-HALF OF 1939? 


Concluded 


from page 11 


August as the next critical date on the 
grounds that German man power can- 
not be called from the crops until 
then. Danzig and the Polish Cor- 
ridor remain open problems, and Hit- 
ler so far has not displayed any of 
the tendencies of a man who re- 
linquishes his objectives. 


Perhaps the investor’s best course 
is to hedge moderately, by way of 
some liquidity, against war and the 
initial readjustment that would ac- 
company it. Under this procedure he 
could then operate with the balance of 
his fund on the premise that war was 
ruled out. In such event, the domes- 
tic background becomes the dominant 
factor in the business and speculative 
equation. This background, as previ- 
ously discussed, while not precluding 
a continuation, over the four or six 
weeks ahead, of the interval of busi- 
ness and market irregularity or read- 
justment that commenced early this 
year, holds promise of improvement 
for the summer and autumn months. 


Ol { ISS . e e the collateral displays in the same 


Consolidated Edison building at the World’s Fair. 


* They show you how we handle problems which every 
public utility faces. 


* TAXES ... RISING COSTS OF SUPPLIES AND LABOR... 
EMPLOYEE RELATIONS ... RATE REDUCTIONS . . . RE- 
SPONSIBILITY TO INVESTORS ... 


® These and other animated, lighted murals constitute a 
“Report to Customers” which will interest all utility men. 


® Admission is free. 


“THE CITY OF LIGHT” is on the Plaza of Light, near the Fair's Theme Center. 


THE SYSTEM COMPANIES OF 


CONSOLIDATED EDISON 


NEW YORK & QUEENS ELECTRIC LIGHT & POWER COMPANY 
BROOKLYN EDISON COMPANY, INC. © WESTCHESTER LIGHTING COMPANY 
THE YONKERS ELECTRIC LIGHT & POWER COMPANY © NEW YORK STEAM CORPORATION 


WITH THE THEORY OF COMMON 


WHAT’S WRONG STOCKS AS LONG TERM INVESTMENTS? 


Lawrence Chamberlain, author of the famous book “The Principles of Bond Invest- 
ment,” collaborated with William W. Hay in writing perhaps the strongest answer 
ever made to Edgar Lawrence Smith’s epoch-making book “Common Stocks as 
Long Term Investments.” Mr. Smith’s book was published in 1924. The Chamber- 
lain & Hay reply, published in 1931, is called 


“INVESTMENT and SPECULATION" 


Here are 322 pages of keenly analytical discussion covering important phases of investment and 
speculation overlooked by the average student of the market. How will investments be affected 
(1) by slowing down and eventual “stalling” of our population growth? (2) by reducing varia- 
bility in general price level of commodities? (3) by much-needed stabilizzation in money ? 
What are the characteristics of British Investment Trusts? Why did so many American 
Investment Trusts fail the investors? 


Only 180 copies available . . . Price, $3.00 
FINANCIAL WORLD BCOK SHOP, 21 WEST STREET, NEW YORK, N. Y. 
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What 12 STOCKS 
Do Experts Favor 
at CURRENT LEVELS? 


A spECIAL UNITED OPIN- 

ION report, just prepared, 
lists the 12 issues most recom- 
mended by leading _ financial 
authorities at current levels. This 
list is obtainable from no other 
source. 


Experience has shown that 
stocks recommended by three 
or more financial experts 
almost always have better 
than average appreciation. 


You may have an introductory 
copy of this valuable 12-stock 
report without obligation. 


Send for Bulletin FW-35 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass. 


Financing 
Mergers 
Rehabilitations 


Inquiries solicited from 


responsible sources 


H. D. WILLIAMS 
120 Broadway, N. Y. City 


WHAT NOW? 


Our current bulletin will again be 
of especial interest to investors who 
want to be prepared for the wnezt 
buying opportunity. Bulletin A67 
sent FREE on request. 


WESTEL MARKET BUREAU, Inc. 
Empire State Building, N. Y. City 


New-Business Brevities 


NOTE that the N. Y. World’s 

Fair is credited with bringing 
out a record attendance to the Edison 
Electric Institute convention in New 
York City this week—last year in- 
terest was concentrated on TVA, but 
this year attention may be diverted 
by NTG. ... The Fair, incidentally, 
is now averaging 100,000 Swift frank- 
furters per day through Child’s stands 
on the grounds—it is expected this 
figure will be more than doubled dur- 
ing the summer. . . . There seems to 
be no end to the new applications for 
glass—Pittsburgh Plate Glass will 
soon offer roof shingles of “tempered 
glass” while General Motors will in- 
troduce a brake lining made of glass 
fabric. Radio Corporation of 
America has developed a phonograph 
that will play records backwards— 
while speech sounds like Chinese, the 
method may serve in sending code 
messages. . . . 


HE success of Consolidated Edi- 

son of N. Y. in rounding up 

old ice boxes in trade for new electric 
refrigerators may soon be applied to 
other types of household equipment— 
any old stove would be taken in for 
new type ranges. The rapid 
spread of city and state cigarette taxes 
is helping American Bank Note—this 
company is well equipped to supply 


131 Cedar Street, New York 
BOSTON 


PHILADELPHIA 


YFinanctal Adverlising 


IN ALL ITS BRANCHES 


ALBERT FRANK - GUENTHER LAW | 


INCORPORATED 


ADVERTISING 


ALBERT FRANK-GUENTHER LAW, LTD., LONDON 


Telephone COrtlandt 7-5060 
CHICAGO SAN FRANCISCO 


‘By Weston Smith, 


the decalcomania and other stamps 
which are affixed to the cellophane 
wrappers. . The long heralded 
spring of Young Spring & Wire, de- 
veloped to compete with sponge rub- 
ber (FW, June 8, ’38), will be avail- 
able for 1940 automobile models— 
called “Layflex,” these cushions are 
said to have many features superior 
to rubber seats. .. . Loose-Wiles will 
be the first company to use a trans- 
parent-window carton for packing 


‘dog food—its new “Dog Brek-fest” 


package was designed by Robert 
Gair. . . . Union Carbide has the 
formula for a new tear gas which is 
said to be non-explosive but highly 
disabling without being harmful—it 
can be discharged from bombs or 
sprays and will generate profuse tears. 
... Farnsworth Television has plans 
for the mass production of a standard- 
ized television receiver at low prices 
for October—with reception on 441 
lines and pictures running at 33 
frames per second, the reproduction is 
said to have less flicker than current 
movies. . . . Musical auto horns are 
coming back but the next can be 
used to play several melodies— 
—Sparks-Withington will introduce 
two new “Spartons” and Goodrich 
four new “Clearways,” including the 
““Multitone” which has five distinct 
notes... 


ATEST application of Scouvill 
Manufacturing’s “Dot” fast- 
ener is for the new “Lock-A-Towel,” 
featured by the Madison Company— 
at last a bath towel that will not slip 
even if the wearer does. . . . General 
Foods shares in the royal visit 
through the command performance of 
Kate Smith before the King and 
Queen of England at the White 
House—Miss Smith is the star on the 
GF “Swansdown - Calumet” radio 
program. ... Chicago Flexible Shaft 


will soon offer an improvement in its 
“Sunbeam Shavemaster” electric ra- 
zor—a new comb and cutter 
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reputed to render a shave as close as 
a straight edge razor. . . . duPont 
has perfected a cellophane wrapper 
for bread that prevents and destroys 
mold growth—bakery products so 
wrapped will keep fresh and unspoiled 
for long periods of time. . . . Chrysler 
will soon open a division for the man- 
ufacture of gun carriages, recoil 
mechanisms and other armaments— 
along the same line Yellow Truck will 
soon start making army trucks... . 
Polin Laboratory reveals that it has 
invented and developed a new plas- 
tic material made from coffee beans 
—the plastic can be utilized for radio 
cabinets, wallboard, flooring and roof- 
ing. ... The “Bawl Street Journal” 
annual burlesque of the Wall Street 
Journal, made its bow at the New 
York Bond Club outing last week— 
Editor John Straley offered the fol- 
lowing headlines for the amazement 
of the financial district : 


“Bond Bootlegging Now Thriving” 
“Exchange Members Rush to Jazz Up Ads”’ 
“SEC Installs Inspection Line to Delouse 
Registrations” 

“Buttonwood Tree to Replace Stock Exchange”’ 
“Public Offers New Names for Customers’ Men’’ 
“T.B.A. to Sell Human Side of Wall Street” 


ELECTRIC EXPANSION? 


Concluded from page 19 


2.7 billion kilowatt hours a week, a 
figure some fifteen per cent larger 
than the peak demand witnessed thus 
far. It appears unlikely that the in- 
dustry as a whole will be forced to 
expand its capacity at more than a 
normal rate over the next few years. 
However, with the capital markets 
more readily available to the utilities 
and the political outlook more promis- 
ing, it is probable that a substantial 
amount of replacement work will be 
undertaken in order to render exist- 
ing facilities more efficient. 

Such a program would be of dis- 
tinct benefit to the electrical equip- 
ment makers. The heavy items pur- 
chased by the utility industry are the 
cream of this business, and the severe 
decline in demand for such facilities 
during the years when the utilities 
were unsure of continued profits or 
even of continued existence forced 
companies such as General Electric 
and Westinghouse to depend much 
more heavily on household appliances 
and other articles on which profit 
margins were relatively small. While 
it is unlikely that utility buying will 
shortly approach boom proportions, 
definite improvement is in prospect. 


POWER FOR THE FARM 
Electrically! 


will see the model electrified 

farm erected by the electric 
utilities. This exhibit typifies the work that has been done by the electrical 
industry to bring electricity to the farms. 


To visit all the 140,250 rural customers served by the afhliated com- 
panies in the American Gas and Electric system would make it necessary 
to traverse the 15,659 miles of distribution lines that we have constructed. 
For many years the line crews of the affiliated companies have been 
busily engaged in extending service to these rural customers. Rural folks 
receive a service equal to that enjoyed by city dwellers. The rates are 
the same as those paid by customers in the largest communities. The 
only difference is that the farmer agrees to take a minimum amount of 
electricity. Our city customers will commend this policy of low rates 
for farmers, realizing that an efficient, prosperous countryside is the 
surest guarantee of busy industry and prosperity in the cities. 


AMERICAN GAS AND ELECTRIC SERVICE CORPORATION 
PRINCIPAL AFFILIATES 


Appalachian Electric Power Company Kingsport Utilities, Incorporated 


Atlantic City Electric Company The Ohio Power Company 
Indiana & Michigan Electric Company The Scranton Electric Company 
Indiana General Service Company Wheeling Electric Company 


Kentucky and West Virginia Power 
Company, Inc. 


DESIGN and CONSTRUCTION 
for 
INDUSTRIALS and UTILITIES 


ULEN & COMPANY, in addition to expert services in the 
field of consulting engineering, engineering reports, ap- 
praisals and business studies—offers complete and flexible 
design and construction service. 


Ulen & Company does construction work from designs 
furnished by the client or from its own designs and 
under that form of contract which the client prefers or 
believes best adapted to his policy or corporate require- 
ments. Such contract may provide for total lump sum, 
guaranteed unit price, guaranteed maximum or a percent- 
age or fixed fee as agent for the client; an incentive 
basis can be incorporated in any one of these forms. 


Inquiries Regarding These Facilities Are Invited 


ULEN & COMPANY 


120 BROADWAY NEW YORK 
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PLEASE SHOW THIS TO AN INVESTOR FRIEND 


Is Inflation 
Around The Corner? 


Mss shrewd observers are expecting an inllationary boom 
within the next year. Are you, as an investor, overlooking 
this probable development? With the national debt jumping by 
leaps and bounds and excess reserves that would permit a bigger 
boom than in 1929, the only question is when will the inflation 
start? As an investor you cannot afford to wait until you are in 
the midst of inflation before you wake up. It will pay you to read 
each coming issue of THE FINANCIAL WORLD so as to be pre- 
pared to act wisely at the right time. 


DON’T MISS OUR DIVIDEND FORECAST ISSUES 


One of the many advantages of reneWing your subscription for THE FINANCIAL 
WORLD at once is that by deing so you will receive three coming issues of our maga- 
zine that will be of great value-to the investor who is concerned as to the future 
dividend policies of several hundred leading companies. The first article in this series 
will contain a list of the companies which our editors regard as likely to increase 
their dividends; the second will cover companies that are likely to maintain their 
present dividends, and the third will be made up of companies whose future dividends 
ure somewhat uncertain. 


Become a Better Informed Investor— 
Mail Coupon Before July 20th 


THE FINANCIAL WORLD, J6 
21 West Street, New York, N. Y. 

For enclosed $10 please enter my annual subscription for THE FINANCIAL 
WORLD each week, the confidential advice privilege as per your rules, a copy of 
the enlarged “INDEPENDENT APPRAISALS OF LISTED STOCKS” each month, 
and an immediate survey of my 20 listed securities. Annual subscription includ- 
ing all the above together with our indexed book containing 1117 “Stock Facto- 
graphs”—Remit $11.95. 


NAME 


ail 


30 POINTS in 30 DAYS 


On March 11th, TECHNIGRAPHICS warned clients 
of Hitler's imminent warlike moves, 
called for liquidation at the 151 level. 

By April 1lth—the date clients were advised to make 


THE PRINCIPLE 


An analysis of cycles disclosing a hither- 
to unknown phenomenon which is_par- 


and imperatively ticularly useful to traders and investors. 


Two classes of service are available: 


repurchases—the Dow Jones Average had Ed ti 

roken points to 120.04. Laducaltiona 
The market’s new position, along with TECHNI- 

GRAPHICS specific advices contained in our next > Forecasting 


3 bulletins will be sent you as a Trial on receipt 
of ene dollar. 


One Wall Street 


For particulars write or phone 


R. N. ELLIOTT 
25 Broad Street—New York 
HAnover 2-7887 


TECHNIGRAPHICS 


Published by Kelsey Statistical Service 
New York 


INVESTMENT LETTERS, INC. 


CHAS. J. COLLINS 


Bull 
Market 
Ahead? 


Send for Bulletin FWJ-7 ... FREE 


DOW THEORY 
INDICATIONS 


Write for Free Bulletin FIV -67 


American Institute of Finance 
137 Newbury Street, Boston, Mass. 


700 Union Guardian 
Bidg., Detroit, Mich. 


Directed by 


@ 


Bond 


OND prices have advanced with 

unusual regularity since the third 
week of May, the averages showing 
successive daily gains. These price 
compilations are strongly affected by 
the movements of secondary issues, 
which fluctuate in wider price ranges 
than top quality issues, but strictly 
high grade obligations have either 
maintained their positions or, in some 
cases, bettered their previous highs. 
Rails have shown more strength in 
recent sessions than for some weeks 
past. 


N. O. Public Service 5s 


New Orleans Public Service first 
and refunding 5s have attained price 
levels at which their attraction for 
new purchases is limited; both series 
of these bonds have recently advanced 
to new highs above 105, approximate- 
ly 2 and 3 points, respectively, above 
call prices for the 1955 and 1952 
maturities. Assuming continued prev- 
alence of low interest rates and 
maintenance of the company’s sub- 
stantial earnings gains, it is to be ex- 
pected that refinancing at lower in- 
terest cost will eventually be under- 
taken. However, since there is no 
indication of a major refunding op- 
eration within the near future, hold- 
ers of the bonds do not appear to be 
faced with any early loss of premiums 
through a redemption call, and posi- 
tions may be maintained at least tem- 
porarily. The company is strength- 
ening its position with respect to the 
1942 maturity of its extended gen- 
eral lien 4%4s. This obligation has 
been substantially reduced since 1935, 
through the 10 per cent principal pay- 
ment made in connection with the ex- 
tension plan and subsequent redemp- 
tions, to an outstanding amount of 
about $5 million. A little over $1 
million principal amount of the bonds 
has been drawn for redemption on 
July 1. If arrangements could be 


made for eliminating the remaining 
bonds of this issue, the possibilities 
for refunding the 5s of 1952 and 1955 
would be enhanced. 


For the 12 
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DIVIDENDS DECLARED 


Pe-  Pay- Hladrs. of 
Company Rate riod able Record 
Alabama Gt. Southern Ry...... $3... June 28 June 9 
3 .. June 28 June 9 
Allied Stores 5% pf......... $1.25 Q July 1 June 20 
Amer. Bank Note pf.......... 75e Q July 1 June 12 
Amer. Chain & Cable......... lide .. June 15 June 6 
$1.25 Q June 15 June 6 
Amer. Hawaiian S.S..........25¢c .. July 1 June 15 
Amer. Home Products.........20c M July 1 June 14 
Am. Radiator Stand. San. pf.$1.75 Q Sep. 1 Aug. 25 
Amer. Safety Razor.. c Q June 30 June 9 
Anaconda Copper : .. June 22 June 6 
Arnold Constable ...... y -. June 27 June 14 
0682800000 25e .. June 30 June 10 
jungor & Aroostook R.R...... 626 Q July 1 June 7 
$1.25 Q July 1 June 7 
Bastian: 40c .. July 1 June 15 
Bell Telephone (Can.)......... $2 Q July 15 June 23 
25e Q June 15 June 2 
Black & Decker 7: weeeeeeecde Q June 30 June 16 
Brazilian Tr. L. & P. pf....$1.50 Q July 3 June 15 
Bristol Brass Corp............ 25¢ Q June 15 May 
$1.25 Q 1 July 15 
40e Q July 1 June 15 
Canada No. Power Corp. Ltd..30e Q July 25 June 30 
40e .. June 20 June 10 
Cinn. N. Orleans & Tex. P. 
Clorox Chemical ........e00% 75e Q June 24 June 14 
Cluett, Peabody ..........++..s0 .. June 26 June 15 
Colt’s Pat. Fire Arms........é 50c Q June 30 June 15 
Commercial Credit Co.......... $1 Q June 30 June 9 
Commercial Invest. Tr.......... $1 Q July 1 June 10 
$1.06% Q July June 10 
Consumers Power 59% pt..... $1.25 Q July 1 June 9 
$1.12% Q July 1 June 9 
Distillers Cp. Seagrams pf...$1.25 Q Aug. 1 July 15 
$1.25 Q Aug. 1 July 15 
Dixie Ico CreaM...cccecsess 12%c Q June 1 May 25 
El Paso Natural Gas.........50ec Q July 1 June 16 
Eng Public Service $6 
Q July 1. June 16 
Do $5. ee Q July 1 June 16 
Do $5 pf..... Q July 1 June 16 
First Nat'l Stores. Q July 1 June 6 
Gen. Amer. Transportation. $1. i2% July 1 June 9 
Gen. Railway Signal pf...... $1.50 Q July 1 June 12 
25e Q June 15 June 6 
Gillette Safety Razor.........15e .. June 30 June 5 
Godchaux Sugar A............ 50e .. July 1 June 17 
Goldblatt Bros. pf.......... t24%e Q July 1 June 10 
Gorham BES, Oe. de .. June 15 June 1 
Gram > @ July 1 June 14 
> Q July 1 June 14 
Gt. Western Sugar pf....... $1.75 Q July 3 June 15 
Greene Cananea Copper....... 75e .. June 12 June 5 
Grumman Aircraft Eng........ 25e .. June 7 May 31 
July 1 June 15 
25e .. June 15 June 2 
Holland Furnace Co...........5 . July 6 June 16 
suse Q July 1 June 16 
Hollinger C. G. Mines........ . duly 17 June 8 
Hygrade Sylvania ..........: we Q July 1 June 10 
eS errr 2 Q June 30 June 19 
Indianapolis Pr. & Lt. 6% 
of Q July 1 June 5 
bo 62% Q July 1 June 5 
Ingersoll-Rand 6% pt.. $3) S July 1 June 5 
Int'l Business Mach. . July 10 June 22 
Q July June 15 
Jersey Cert. P. & L Q July 1 June 10 
Q July 1 June 10 
Q July 1 June 10 
Kayser & Co. (Julius) : .. June 26 June 9 
Kleinert Rubber (I. B.)...... 1l0c .. June 30 June 15 
Liggett & Myers pf......... $1.75 Q July June 13 
Lone Star Cement............ T5e Q June 30 June 12 
Master Elec, June 20 June 5 
Metro Edison $7 pr. pf...... $1.75 Q July 1 May 81 
Lk $1.50 Q July 1 May 31 
$1.25 Q July 1 May 3 
$1.75 Q July 1 May 381 
$1.50 Q July 1 May 31 
$1.25 Q July 1 May 31 


Pe- Pay- Hldrs. of 
Company Rate riod able Record 
$1 .. July 1 June 17 
Nat’l Cash Register........... 25¢ . July 15 June 30 
National Oil Products......... 25e .. June 30 June 20 
National Steel 40c .. June 30 June 20 
Natomas Co. .. July 1 June 5 
.. dune 30 June 15 
New — Pr. & Q July 1 May 31 
Q July 1 May 3l 
Nosth American €0......00<0¢: .. July 1 June 10 
Q July 1 June 10 
.. July 1 June 10 
Ohio Edison $5 pf........... $1.25 Q July 1 June 15 
$1.50 Q July 1 June 15 
$1.65 Q July 1 June 15 
$1.75 Q July 1 June 15 
$1.80 Q July 1 June 15 
50c .. Oct. 1 Sep. 15 
Penna. Power $5 pf......... $1.25 Q Aug. 1 July 15 
Penna. Pwr. & Lt. $7 pf....$1.75 Q July 1 June 15 
$1.50 Q July 1 June 15 
$1.25 Q July 1 June 15 
Q July 1 June 21 
Power Corp. (Canada)........ 30c .. July 25 June 30 
Do Ist Ph... S18 Q July 15 June 3 
Tie Q July 15 June 30 
Pub. Sve. of N. Hampshire 
$1.50 Q June 15 May 31 
$1.25 June 15 May 31 
Radio Corp. Amer. Ist pf....874%e Q July 1 June 9 
Remington-Rand ............> 20c .. July 1 June 5 
Q July 1 June 9 
Rensselaer & Saratoga R.R.....$4 S July i June 15 
Roser & Pendleton............ "25e Q July 1 June 10 
re lie Q July 1 June 15 
Sloss-Sheffield Steel pf...... $1.50 Q June 21 June 9 
Sonotone Corp. July 15 June 15 
Se. PO. Q June 30 June 16 
So. Calif. Edison. we .. July 15 June 20 
.. July 15 June 30 
Southland Royal Oil. l0ec Q June 15 May 3 
Sparks Withington pf. .$1.50 Q June 15 June 8 
20c .. June 15 June 5 
Truax-Traer Coal 6% pf..... $1.50 Q June 15 June 5 
1.37% Q July 1 June 5 
Union Pacific R.R.......... $1.50 Q July 1 June 5 
Q July 1 June 15 
Van Norman Mach. Tool...... 40c .. June 20 June 9 
25e Q June 15 June 1 
Accumulated 
Amer. Power & Lt. $5 pf.. on: July 1 June 9 
July 1 June 9 
Cent. Power Co. (Del.) 6% pf.. $3 .. July 15 June 30 
$3.50 July 15 June 30 
International Silver pf......... $2... July 1 June 13 
Wisconsin Pub. Sve. 7% pf..$1.75 June 20 May 31 
$1.62%e June 20 May 31 
$1.50 June 20 May 31 
Extra 
Hecker Products 40¢ June 14 June 8 
Hollinger Cons. Gold Mines... .5¢ June 17 June 3 
25¢ June 15 June 1 
Optional 
Am. Cities Pr. & Lt. A....*68%c .. July 1 June 10 
*Payable in cash or B stock. 
Reduced 
Gt. Western .. July 3 June 15 
Resumed 
Gosbel Brewing June 30 June 10 
June 10 June 3 
Stock 
*2% June 30 May 29 


*Payanle in $5-par common stock. 


months ended April 30, 1939, fixed 
charges were earned 1.64 times, 
against 1.42 times a year earlier. 


Kansas City P. S. 4s 


Efforts are being made to complete 
another important step in the long 
series of financial readjustments of 
Kansas City Public Service and its 
predecessor companies. The terms of 
the pending plan provide for ex- 
change of the outstanding Series C 
first mortgage 4s (issued in the Sec- 
tion reorganization consum- 
mated in 1937) for $300 cash plus 
accrued interest from January 1, and 
$700 par value of new 5 per cent pre- 
ferred stock. The cash will be pro- 
vided by sale of serial notes to the 


Reconstruction Finance Corporation, 
but the RFC’s purchase commitment 
will become effective only if holders 
of 90 per cent of the bonds assent. 
According to recent reports, holders 
of about 79 per cent of the bonds had 
given assent. Considering the long 
record of unsatisfactory operating re- 
sults shown by this company, which 
operates a comprehensive system of 
street car and bus lines in the Greater 
Kansas City area, and the poor mar- 
ket record of the bonds, acceptance 
of the offer seems advisable. Kansas 
City Public Service earned only 38 
per cent of fixed charges in 1937, and 
reported a loss, after depreciation 
charges but before deduction of bond 
interest, for 1938. 
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Any STOCKS 


a BUY NOW? 


—Write for condensed summary 
of stock market outlook. Ask for 
complimentary copy—no charge, 
no obligation. 


-=-:Immediate=— 


Babson's Reports 


Div. 95—48M, Babson Park, Mass. 
Send — gratis — condensed summary 
of stock market outlook. 


Name 


Address 


DIVIDENDS 


Jxvesmment JRist 
CORPORATION 


Convertibie Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.06% on the 
Convertible Preference Stock, $4.25 Series of 
1935, of COMMERCIAL INVESTMENT 
TRUST CORPORATION has been declared 
payable July 1, 1939, to stockholders of 
record at the close of business on June 10, 
1939. The transfer books will not close. Checks 
will be mailed. 


Common Stock—Regular Dividend 


A regular quarterly dividend of $1.00 per share 
in cash has been declared on the Common Stock 
of COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable July 1, 1939, to 
stockholders of record at the close of business 
June 10, 1939. The transfer books will not close. 
Checks will be mailed. 


JOHN I. SNYDER, Treasurer. 
May 25, 1939. 


Allied Chemical & Dye Corporation 
61 Broadway, New York 


May 31, 1939 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 73 
of One Dollar and Fifty Cents ($1.50) 
per share on the Common Stock of the 
Company, payable June 20, 1939, to 
common stockholders of record at the 
close of business June 10, 1939. 
W. C. KING, Secretary 


THE BELL TELEPHONE COMPANY OF CANADA 
NOTICE OF DIVIDEND 


A dividend of Two Dollars per share has been 
declared payable on the Sth day of July, 1939, to 
shareholders of record at the close of business on 


the 23rd of June, 1939. 
F. G. WEBBER, 
Secretary. 
Montreal, May 25, 1939. 


FOR SALE 


BEAUTIFUL 150’ WATERFALLS, STREAM, 
buildings, 366 acres, Schoharie County, full price 
—— Will divide. Frank Neville, Lindenhurst, 
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Valuable 


for 


Future 


Reference 


. 
No. 210 Briggs Manufacturing Company 165 Curtiss-Wright Corporation 
- Earnings and Price Range (BG) Data revised to May 31, 1939 10 Earnings and Price Range (CS) 
60 Incorporated: 1929, Delaware. Office: 30 4 
Data revised to May 31, 1939 45 | -— Rockefeller Plaza, New York City. Annual ¢ ae 
‘ 30 Hb meeting: Third Wednesday in April. Number 4 - 
incorporated: 1909, Mich. Office at 11631 15 of stockholders (March 4, 1939): Class A, 2 
Mack Ave., Detroit, Mich. Annual meeting: $6 15,721; common, 86,664. 
May 10 of each year. Number of ‘stock- None EARNED PER SHARE 
holders (April 10, 1939): about 15,000. ) non-cum. ($1 par)...... wouw 158,464 shs Bef 9 
DEFICIT PER SHARE 2 Common stock ($1 par)...... 7,429,118 shs IC PER SHARE 
Capitalization: Funded debt.......... None 193132 "33°34 °35 "36°37 1931 3° °33 "36°37 1938." 
Capital stock (no par)........ 1,979,000 shs *Convertible into common share for share. 


Business: The largest independent body manufacturer; total 
capacity in excess of 1 million bodies annually. Also produces 
body parts, sheet metal stampings, mouldings and enameled 
plumbing ware. Sales of automobile bodies account for more 
than half of total volume. 

Management: Aggressive and experienced; under leadership 
of W. O. Briggs, who developed the business. 

Financial Position: Strong. Working capital December 31, 
1938, $16.8 million; cash, $3.4 million; government securities, 
$5.1 million. Working capital ratio:-4-to-1. Book value of 
capital stock, $18.24 per share. 

Dividend Record: Irregular. Omitted payments 1928-30 and 
1933; resumed 1934. No stated rate. 

Outlook: While loss of most of Ford business has restricted 
profit possibilities, increased takings by Chrysler and rising 
importance of non-automotive lines will act as partial offsets. 

Comment: Stock is a representative equity in the automo- 
bile parts group. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 
ear 


a ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
: D$0.49 $0.18 D$0.20 D$0.41 D$0.92 $0.50 11%— 2% 
D 0.46 0.41 0.51 0.37 0.82 None 145%— 25% 
0.80 1.08 0.61 0.15 2.64 1.75 283,—12 
1.67 1.70 0.43 0.96 4.77 3.00 553%—24% 
1.26 2.21 1.01 0.78 5.26 4.00 647%4—43% 
1.25 1.7 0.95 0.80 4.75 4.00 59%—18 
0.16 0.32. D 0.35 0.29 0.42 1. 3735%4.—12% 
0.48 *0.25 *31%—16% 
1939 
134 Colgate-Palmolive-Peet Company 
Data revised to May 31, 1939 0 Earnings and Price Range (CL) 
Incorporated: 1923, Delaware. In 1928 com- 40 piiaceaaoee 
pleted merger of three long established 30 PRICE RANGE 
companies, the oldest dating back to 1806. 20 


Office: 105 Hudson Street, Jersey City, N. J. 
Annual meeting: Fourth Wednesday in April. 


Number of stockholders Preferred EARNED PER SHARE $2 


10 


1939): 6,713; common (April 18, 

apitalization: Funded debt......... *None 

7Preferred stock (6% cum. snare $1 

Common 1,962,807 shs 


*Not including a $2,287,500 real estate mortgage outstanding against the Palmolive 
Building, Chicago. +Callable at $102.50 a share. 150,000 shares called for redemption 
August 1, 1939. 


Business: Second largest domestic producer of toilet, laun- 
dry and general purpose soaps. Also manufactures a number 
of nationally advertised specialties including cleansing agents, 
shaving creams, dentrifices, talcum powders and toilet prepa- 
rations. Foreign sales comprise 25-30% of total volume. 

Management: Capable and progressive. 

Financial Position: Very strong. Working capital December 
31, 1938, $38.5 million; cash, $19.4 million; marketable securi- 
ties $720,365. Working capital ratio: 4.9-to-1. Book value, 
common: $17.42 a share. 

Dividend Record: Regular preferred distributions. Varying 
disbursements on common in each year since 1905; also re- 
ceived frequent stock extras. Present annual rate, 50 cents. 

Outlook: Volume.will continue to be determined mainly by 
general economic conditions and competitive influences. 

Comment: Preferred occupies a medium grade status. Com- 
mon is one of the better situated “inventory” stocks. 

EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON: 


Half- -year period ended: June 30 Dec. 31 Year's Total Dividends Price Range 

193: $0.13 D$0.87 $0.7 $1.75 31%—10% 
0.001 D 0.57 D 0.5 0.25 223%3— 7 

0.84 0.32 1.16 *0.50 18%— 9% 

0.61 0.75 1.36 *0.75 21 —15% 
D 0.19 1.59 1.40 *0.75 21%—13 

0.50 D 0.85 D 0.35 0.50 25%— 8% 

0.47 1 1.77 0.25 17 —T7% 

$0.25 4164%—11% 


*Including extras. *To May 31, 1939. 


Redeemable at $40 per share. 
Business: One of the largest organizations in the world 


engaged in the manufacture of military and commercial air- 
craft, engines and propellers. The manufacture of engines 
constitutes the most profitable activity. 

Management: Includes outstanding talent in aviation. 

Financial Position: Satisfactory. Net working capital as of 
December 31, 1938, $9.4 million; cash, $3.7 million. Working 
capital ratio: 2.2-to-1. Book value of combined class A and 
common stock, $3.70 per share. 

Dividend Record: Initial 50-cent dividend on Class A stock, 
1936. Same payment in 1937; $1 in 1938. None on common. 

Outlook: Aggressive management and a strong trade posi- 
tion indicate full participation in the long term benefits of 
growing military and commercial demand for aircraft and 
equipment. Company is especially strong in engine division. 

Comment: Although the positions of both classes of stocks 
have improved materially in recent years, they are still es- 
sentially long range speculations on the aviation industry. 

: EARNINGS ) RECORD AND PRICE RANGE OF COMMON: 


ar. June 30 = Sept. 30 Dec. 31 Year's Total Price Range 
30.05 D$0.13 D$0.15 D$0.12 D$0.45 3%4—- % 
D 6.09 D 0.02 D 0.06 D 0.15 D 0.32 4%— 1% 
D 0.12 D 0.04 D 0.01 D 0.12 D 0.29 544— 2% 
D 0.12 D 0.10 D 0.08 D 0.04 D 0.34 45%— 2 
D 0.05 Nil D 0.02 D 0.11 D 0.17 9%4— 4 
D 0.04 0.01 0.02 D 0.03 D 0.04 83%— 2 

0.02 0.12 D 0.02 0.05 0.17 TH— 3% 


*To May 31, 19389. 


557 Hackensack Water Company (N. J.) 


Farnings and Price Range (HWA) 


Data revised to May 31, 1939 


Incorporated: 1869. New Jersey. Name mes PRICE RANGE i 
changed in 1902 from ‘‘Hackensack Water 20 
Co., Reorganized.’’ Office: 624 Park Ave., 
Weehawken, N. J. Annual meeting: Second 10 
Monday in May. Number of stockholders 0 EARNED PER GHARE 
8, 1934): preferred, 1,727; common, $3 
0. 
Capitalization: Funded debt....$14,350,000 
*Preferred stock 7% cum. 
ines “A DRE). 60,000 shs 
Common stock ($25 par)........ 307,500 shs 


*Has one vote per share. Callable at $26. 


Business: Supplies water without competition to over 50 
communities in the eastern part of Bergen County and the 
northern part of Hudson County, N. J., and to communities in 
Rockland County, N. Y.; a population of 425,000 served. 

Management: Experienced and progressive. 

Financial Position: Satisfactory. Net working capital Decem- 
ber 31, 1938, $224,901; cash, $252,656. Working capital ratio: 
1.5-to-1. Book value of common, $37.51 per share. 

Dividend Record: Excellent. Preferred dividends unbroken 
since issuance. Payments on the common uninterrupted for 
49 years. Present annual rate maintained since 1923. 

Outlook: Company serves a suburban area conveniently 
located for commuting to New York City. New bridges and 
tunnels are stimulating residential growth of the territory, 
thus increasing business potentialities. 

Comment: Preferred stock has high investment rating. Com- 
mon stock, by reason of characteristic stability of earnings, is 
interesting mainly for income. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF COMMON STOCK: 


ears 
Mar. 31 June 30 Sept. 30 Dee. 31 Total Dividends Price 

$0.68 $0.63 $0.79 $0.5 2.64 1.50 34% —30 
Sees 0.71 0.68 0.68 0.63 2.70 1.50 34%—23% 
| ee 0.64 0.55 0.68 0.34 2.21 1.50 30 —24 


*Not available. To June 1939. 
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Air Reduction 

Allied Chemical 
Eastman Kodak 
General Motors 


Kennecott Copper 
*National Cylinder Gas 
National Steel 

*Northern Pacific Railway 


STOCK FACTOGRAPHS IN REVISION FOR NEXT WEEK 


*Factographs omitted from the current issue because of the Public Utility Number will be included next week. 


Otis Elevator 
Pullman Company 
*Schenley Distillers 
Sears, Roebuck 


*Socony-Vacuum 
Westinghouse Air Brake 
Yellow Truck & Coach 
Young Spring & Wire 


101 International Telephone & Telegraph Corp. 


231 Holland Furnace Company 
: Earnings and Price Range (H) 
Data revised to May 31, 1939 Or 

incorporated: 1938, as successor to Michigan a 
Corporation of same name organized in 1906. 6 
Office: Holland, Michigan. Annual meeting: 4 
Second Tuesday in April. Number of stock- 2 
holders (December 31, 1937): Preferred, 0 
450; common, about 2,500. 
Capitalization: Funded debt........... None 0 
*Preferred stock $5 cum. conv. t alle. $2 

($08 POP). $12,590 shs DEFICIT PER SHARE 
Common stock ($10 450,442 shs 1931 '32 ‘33 °34 °35 ‘36 1938 


"Convertible into 1% shares of common 
through March 31, 1940; thereafter 1% 
shares through March 31, 1941. +tExcluding 
5,000 shares redeemed April, 1939. 


Business: Largest manufacturer of warm-air heating and 
air-conditioning systems; occupies a strong position in the 
residential field. Has over 500 sales branches throughout U. S. 

Management: Has had long successful experience. 

Financial Position: Good. Working capital December 31, 
1938, $10.3 million; cash, $3 million. Working capital ratio: 
8.3-to-1. Book value of common, $20.47 per share. 

Dividend Record: Regular preferred dividends since issu- 
ance. Common payments 1927-1932; resumed in 1936. 

Outlook: Sales volume is aided by increases in the rate of 
activity in the residential building field, which has the support 
of the government low-cost housing program. But company 
is less dependent upon new building than most in this field; 
replacement sales account for a large part of total business. 

Comment: The preferred has attained investment stature. 
The common has the characteristics of a cyclical issue, the 
risk factor being its dependence upon a single industry. 


EARNINGS, DIVIDEND AND PRICE a oe OF COMMON: 
8 


Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Dividends Price Range 
rr oe D$1.82 D$0.69 D$0.97 * $0.4 $0.75 12%— 3% 
Sree D$2.31 D 0.20 0.45 D001 *D 5.76 None 10%— 3 
Sa 0.64 D 0.31 0.57 0.40 *D 0.40 None 10%4— 4 
Sa 0.13 D 0.38 1.40 0.95 * 0.85 None 30%— 5% 
ee D 0.53 0.21 1.67 1.54 2.89 1.2 49%—30% 
_ ae D 0.45 0.56 1.35 1.44 2.90 72.00 52%—15% 
PEE D 0.49 0.65 1.37 1.00 2.53 2.00 52%—17 
oe eee 1.00 t51 —31% 
~ *Fiscal years ened March 31. fIncludes 50 cents paid Jan. 5, 1938. {To May 31, 
1939. 
213 Hupp Motor Car Company 
pseamnings and Price Range (HLN) 
60 PRICE RANGE 
Data revised to May 31, 1939 4 
Incorporated: 1915, Virginia. Office: Detroit, 15 oo 
Mich. Annual meeting Wed $6 
in Member" of stockholders (May $3 
Capitalization: Funded debt........... Non DEFICIT PER SHARE 2 
Capital stock ($1 par)....... 1,648,285 shs 1931 ‘32 °33 °34 °35 ‘36 °37 1938 
Business: One of the smaller automobile manufacturers; 


production has been limited largely to medium priced field 
in recent years. Plant was closed during 1936 and first half 
of 1937. Developed the “Skylark,” a low priced model in 1938. 

Management: Present management, which took office in 
1938, has been hampered by inadequate finances, but is mak- 
ing strong efforts to reestablish company. 

Financial Position: Unimpressive. Net working capital deficit 
December 31, 1938, $432,142; cash, $48,353. Working capital 
ratio: 0.6-to-1. Book value of capital stock $1.74 per share. 

Dividend Record: Dividends paid regularly from 1920 to 
1930; none since. 

Outlook: RFC loan, obtained in February, 1939, has im- 
proved working capital position, and has aided in the develop- 
ment of the “Skylark” model. Much depends upon success 
of this medium priced line, which banks heavily upon style. 

Comment: Weak statistical position and uncertain earning 
power place stock in an extremely speculative position. 


*RECORD OF AND OF CAPITAL STOCK: 


ended: June 30 Sept. Dec. 31 Year’s Total Price Range 
D$0.67 D$1.45 D$0.84 D$3.40 5%— 1% 
D 0.19 D 0.31 D 0.44 D 1.34 7%— 1% 
D 0.55 D 0.70 D 1.50 D 3.31 7%— 1% 
D 1.05 D 0.32 D 0.08 D 1.98 3%— % 

D 0.16 D 0.17 D 0.39 D 0.82 38%— 1 
D 0.13 D 0.28 D 0.59 D 1.10 *4%— 1% 
D 0.14 D 0.15 D “ 80 D 1.27 2%— % 

ose eee 42%4— 1 

“Based on shares outstanding at end of each year. *To May 31, 1939. 


31 


Earmngs aad Pric e Range (IT) 


Data revised to May 31, 1939 
Incorporated: 1920, Maryland. Office: 67 
Broad Street, New York City. Annual meet- 
ing: Fourth Wednesday in May. Number of 


stockholders (June 30, 1937): 76,698. 
Capitalization: Subsidiary 
$59,630,330 
= funded debt......... . -*$124,244,700 PER 5 
Cap ital stock (no par)........ “6, 399,002 shs 1931 32°33 34 35 30397 1038 
~ Including 544,700 conv. 4%4s, retired 
January 1, 19 


Business: The most important factor in the communica- 
tions field outside the United States. Organized or acquired 
telephone, telegraph, cable and radio systems operating in 
major countries of the world. Postal Telegraph & Cable Corp. 
(now in reorganization) is an unconsolidated subsidiary. 

Management: Under original management, which was re- 
sponsible for the company’s rapid growth. 

Financial Position: Satisfactory. Working capital December 
31, 1938, $33.5 million; cash, $15.0 million. Cash reserve, $24.5 
million. Working capital ratio: 1.8-to-1. Book value of com- 
mon, $28.44 per share. 

Dividend Record: Unbroken 1920 to 1932; none since. 

Outlook: Despite wars in Spain and China, nationalistic 
tendencies in several South American countries, and difficulties 
in foreign exchange, revenues have continued to expand. 

Comment: The relatively favorable long-term outlook is so 
obscured from time to time by war scares, etc., that the com- 
mon stock must be classified as highly speculative. 


EARNINGS, DIVIDEND RECORD AND PRICE sony OF CAPITAL STOCK: 
r’s 


ended: Mar. 31 June 30 Dec. 31 Total Dividends Range 
D$0.11 D$0. D$0.17 D$0.61 $0.15 15%— 2% 
1933 D 0.13 O03 0.08 0.15 0.11 None 21%— 5% 
Ee 0.14 0.12 D 0.04 0.10 0.32 None 17%¥— 7% 
CO ee 0.10 0.14 0.20 0.37 0.90 None 4 — 5% 
*0.13 *0.13 *0.12 *0.25 *0.63 None 1944—11% 
*0.26 *0.41 *0.43 *0.50 *1.60 None 4 
ea 0.36 0.33 0.28 0.13 1.10 None 11%— 5% 
ake “x yNone T9%— 5% 
*Excluding income accruing from Spanish and Mexican subsidiaries.  +To May 
1939. 


31, 


No. 172 Mid-Continent Petroleum Corporation 


‘ Earnings and Price Range (MPZ) 


Data revised to May 31, 1939 30 me Ramet 
Incorporated: 1917, Delaware, under name ' = 
Cosden & Co.; present title adopted 1925. 


General office: Calvert Building, Baltimore, 0 SAANED PER Onane $4 
Md. Annual meeting: First Wednesday in $2 
May. Number of stockholders (April 15, 0 
1936): 15,500. DEFICIT SHARE 
Capitalization: Funded debt........... Non 4 


Business: One of the smaller, though well integrated, oil 
units; operates in the mid-continent and middle western sec- 
tions. Crude holdings are adequate for refinery needs, but 
proration has forced company to purchase a large propor- 
tion (48% in 1938) of its requirements. 

Management: Well regarded in its field. 

Financial Position: Strong. Net working capital December 
31, 1938, $18.6 million; cash and Governments, $8 million. 
Working capital ratio: 7.5-to-1. Book value, $32.23 per share. 

Dividend Record: No payments 1932-1933; resumed in 1934 
and have since conformed with earnings. No regular basis. 

Outlook: Restriction of operations largely to one area, 
throughout which proration has been rather strict, has been 
an adverse factor in the past. But this has been partly offset 
by additions to crude holdings and increased efficiency. 

Comment: Despite the absence of senior securities, the 
stock has good leverage factor due to heavy charges. 


EARNINGS, DIVIDEND RECORD AND PRICE = OF CAPITAL STOCK: 


ended: June Sept. 30 Dec. 31 Total Dividends Range 
932.. $0. D$0.11 *D$1.12 None 8%— 3% 
D 0:68 0.38 D 0.95 None 6 — 3% 
0.43 0.20 D 0:35 0.45 $0.50 14%— 9% 
0.42 0.51 0.53 1.31 0.40 20%— 

0.79 0.96 0.31 2.57 1.15 30%—17% 

1.00 0.81 0.39 2.86 1.50 35%—14 
0.31 0.25 D 0.56 0.60 2254—121%4 


*After inventory adjustments equal to 27 cents a share. +To May 31, 1939. 
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Mobilization for Service 


The United Light and Power Company has been “mobilizing for more than a quarter 


of a century. Operated continuously since 


1910, this enterprise has assembled a_ public 


utility system whose total assets presently exceed half a billion dollars. 


And to what end? Just this... 


To conduct more effectively-—and at consistently lower rates—an electric and gas business 
which serves an area embracing more than five and one-half million people in thirteen middle 


western and southern states. 


This has been made possible largely by "mobilizing’’ more than one hundred dollars of 
assets for every man, woman and child living within the service area of the System. 


_ THE UNITED LIGHT AND POWER COMPANY 


REVIEW OF A QUARTER-GENTUBRY ... . 


A REPORT ON THE PURE OIL COMPANY 


A quarter of a century ago, the chance discovery of 
high-grade crude oil in the little mountain town of 
Cabin Creek, West Virginia, led to the formation 
of The Pure Oil Company. 


The past twenty-five years have seen the growth 
of this company to a position of major importance 
in the petroleum industry. Producing operations, 
in a carefully planned expansion program, have ex- 
tended to nine states. And so conservatively have 


these fields been exploited that Pure Oil holds an 


unusually strong position in crude oil reserves. 


Nor have other phases of activity in the indus- 
try been neglected in Pure Oil’s years of progress. 
Seven modern refineries ... control laboratories 
for petroleum research ...a co-ordinated trans- 
portation system with marine, railway, pipe-line, 
and motor facilities ...and 16,000 dealers in a 
well-established marketing organization enable Pure 
Oil to control the quality of its products from oil 
well to service station. 


Motorists in thousands of communities rely on 
Pure Oil dealers and the branded products they 
handle. The blue-and-white Pure Seal on every 
pump and can has become a seal of acceptance for 
quality petroleum products. For modern motoring, 
as well as modern industry, has learned to “Be 

Sure ... with Pure.” 


THE PURE OIL COMPANY, U.S. A. 


21 


An 


(@ 
F 
‘ 
5 
° 
AAW 
A = 
Ex 
= 
Cent 
FOR 
tent 
js Guen 
publ: 
News 
4 N. 


FINANCIAL 
WORLD 


FOUNDED BY OTTO GUENTHER IN 1902 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ideal it can count upon the support of the investing public. 
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This Loose Leaf Security Record 
Keeps Income Tax Data Up to Date 


The answer to such questions as these can 
be posted direct to your income tax return: 


Total income and from what sources derived ? 


What part of your investment income 1s relieved 
of normal tax, paid at source? 

How much of your bond interest is tax-free? 
How much can you deduct from income for pre- 
paid interest ? 

How much profit or loss on securities sold? 
How long was the security held? (To determine 
taxable status of the profit or loss.) 


SAVE TIM Avoid troublesome 

details of looking up 
information for your income tax return next 
year— throughout the year save unnecessary 
trips to your safe deposit box—simply enter 
investment transactions as they occur on the 
prepared forms in this handy /oose leaf Secur- 
ity Record. It records where securities are 
kept, description, amount, maturity, interest 
or dividend dates, prices paid or received,when 
and where purchased or sold, taxable status, 
etc. Durable binder containing sufficient blank 
forms for ordinary holdings will be sent upon 
request without obligation. Ask for Security 
Record Book Fw-79. 


CHICAGO, 201 So. La Salle Street * NEW YORK, 35 Wall Street 
AND OTHER PRINCIPAL CITIES 


HALSEY, STUART & CO. Inc. | 


Here is the revolutionary new 
way to make finer toast. As the 
bread moves forward, it also 
moves up and down. Toast-O- 
Lator is fast and clean; makes 
toast light or dark—thick or thin 
—almost any size or -hape; 
saves current. (A.C, only.) One 
demonstration will convince you. 


CROCKER-WHEELER 


MARKET VALUES 


are best determined by men trained in 
financial research. Send in a list of your 
securities for our up-to-date analysis. 
Write Dept. K-6. 


(HAPMAN 


Established 1907 
Members New York Stock Exchange 


52 Broadway New York 
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in Books 


MACHINES OvER MEN. By Ray- 
mond F. Yates. Published by Fred- 
erick A. Stokes Company. 268 pp. 
$2.50. Ours is a highly mechanized 
civilization yet every year—in fact, 
practically every day—brings new 
discoveries and surprises. The prog- 
ress can best be measured by the 
Patent Office Gazette. Up to 1890 
a total of 400,000 inventions had been 
patented ; now 60,000 are added each 
year with the rate mounting steadily. 
Mr. Yates in a terse and dramatic 
style describes the unbelievable , 
growth of the homo mechanicus, the 
robot which today has a place at 


: “Handmade? Of Course Not!” 


“Why, most everything in this store is made by machines nowadays. If it 
weren't, I wouldn’t be selling half these things, and you couldn’t buy them. 


They'd cost t00 much.” home, on the farm, in the office and 
I‘ MANUFACTURED articles had to be made by hand, few American practically in every conceivable pro- hi 
families could enjoy electric lights, automobiles, silk hose, telephones, duction process. ft 
or the other conveniences of life today. Even the necessities, such as food These new man-created robots are tr 
: and clothing, would be scarcer and more expensive. And there wouldn’t be already awesomely perfect. They C 
the number of factory jobs there are in America today, or millions of batten tenes h hel sp 
other jobs selling, servicing, and supplying raw materials for the hundreds D 
of new products that machines have made possible. can ever expect 1 do, their rer of tr 
feeling is developed to an unbeliev- 
Fifty years ago, there were only 4,000,000 factory jobs in this country able degree, they can smell gas by a sa 
—today there are twice as many. Because industry devised machines to art of five in a million, they hear ur 
make products at low cost, more millions of people could buy them. And = rs y Rae of 
a because more were bought, more men were employed making them. noises beyond the audible range; in W 

other words, they not only replace 
General Electric scientists and engineers, by applying electricity to the human hands and legs but the sensory = 
for much of this progress. mechanism as well. The potentiali- 
eir efforts today are creating not Only MORE GOODS FOR MORE PEOPLE AT : ; . sp 
LESS CosT, but also MORE AND BETTER JOBS AT HIGHER WAGES. ties of the homo mechanicus electricus J | 

are phenomenal and the author P 
; G-E research and engineering have saved the public from ten to one hundred sketches some of the possibilities ul 
2 dollars for every dollar they have earned for General Electric which may change our habits. Why tha 
go through the still cumbersome proc- ith 
GENER AL ELECTRIC ess of printing a book? Why not a 
90-128D3 film the sound of the spoken word : . 
and reproduce it in book or roll form, 
7 so the reader can go to the library 

“ 
Europe on my income? .... . Certainly! for the soundroll 
Other people have done it. Others own cars, have their own homes, are able to with spe 
3 enjoy the comforts of life—without being burdened by debt. You can too. The the roll in a radio attachment and 

% new book by Harold S. Kahm— while he merely rests, or indulges in Pu 


some mechanical hobby, he and others 
with him can listen to the dramatic "1 


HOW TO MAKE THE MOST OF YOUR LIFE 


will open your eyes to how easy it is to do things that seem impossible—when 


ge you know the secret! recital of that famous novel. Well, did 
= IT WILL TELL YOU READ IT 5 DAYS FREE it’s just the beginning. stra 
How to Increase Your Income that 
How to Meet New Friends ! i x k * ang 
How to Keep Healthy { HARPER & BROTHERS Fw 5 
How to = Yourself 49 East 33rd Street, New York was 
‘How to Get to Europe Please send me a copy of HOW TO MAKE THE N 
How to Make the Right Decision MOST OF YOUR LIFE. After 5 days 1 will ret . ; ul 
How to Be a Good Conversationalist I the book or remit $1.75, plus a few cents postage. I Note: The book reviewed may be was 
PRICE $1.75 | supply any book published on finance, 
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ANNUAL PUBLIC UTILITY REVIEW OF THE FINANCIAL WORLD | 


by Louis Guenther 


Uncrushed Giant 


Through all its vicissitudes—and they have been many— 
this behemoth has retained its strength and is beginning 


to confound its tormentors. What is its source of power? 


O UNDERSTAND what is 

now transpiring in the utility in- 
dustry, one must keep in mind its 
historical record since the New Deal 
flashed its benison before the dis- 
tracted eyes of a disillusioned people. 
Coming at a time when an abject 
spirit of depression ruled, the New 
Deal had a fertile soil in which to 
propagate its promises of complete 
reformation of all the ills then beset- 
ting us, and to inspire a new hope 
of better days just around the corner. 
We undergo these spiritual revivals 
in material walks of life just as we 
experience them in our religious 
spheres. 

In the aftermath of those distress- 
ful days, in the same relative degree 
that other industries lost all sense of 
proportion, their anchorage of con- 
servatism, and recklessly plunged in 
the excessive speculation which 
marked the period of the late 1920s, 
the utilities likewise indulged in the 
same overexpansion and found them- 
selves engulfed in the collapse of the 
speculative debauch. 


Public Enemy No. 1? 


They did not err any more than 
did the others, yet for one of those 
strange and unexplainable obsessions 
that sometimes take possession of an 
angered public opinion the industry 
was singled out as “Public Enemy 
Number One.” This was because it 
was so intimately linked with our eco- 
nomic life that it could more readily 
than any other be made a shining 


target for exemplary punishment. 
And so it has continued to this day, 
though a decade has since intervened 
during which much of the past has 
been wiped out and only its memory 
remains. 

No brief seeking any condonement 
for the industry is intended here. 
Even the stoutest defenders of the 
integrity of the utility industry will 
concede that a certain group of men 
used it as a tool for exploitation, 
recklessly buying one property after 
another with funds raised from the 
public, paying fanciful prices for their 
securities in order to obtain control, 
pyramiding one upon the other, and 
in this manner rearing a super struc- 


LOUIS GUENTHER 


Foresees Utility Revival 
3 


ture, weak as a house of cards which 
came tumbling down upon itself when 
our post-war boom collapsed. 

Still, despite the impost of these 
reckless operations upon it, only the 
outer crust of the industry was im- 
paired. The holding companies 
suffered the most damage from all the 
water that was pumped into these 
utility pyramids. The real operating 
end of the business remained intact. 
Neither its stout heart nor its func- 
tional growth was impaired by the 
excesses resulting from _ reckless 
speculative operations. The very 
proof of this underlying soundness 
becomes self evident when compari- 
son of the earning capacity of the 
utilities is made with other industries 
throughout the vicissitudes of our 
prolonged depression. 


Reformation Overlooked 


That essential fact the New Deal 
has found convenient to conceal, for 
it does not make political fodder. To 
maintain itself in power it needed 
scapegoats upon which to center its 
wrath. To serve this purpose the 
utilities were a better target than even 
all the other economic royalists 
thrown together. In fear that the 
New Deal’s power would begin to 
wane, the industry was never per- 
mitted to appear in the public eye 
as undergoing any reformation. Yet 
under all this camouflage constant im- 
provement in operating methods, re- 
gard for the public welfare, and in 
rates of service has been going on in 
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the utility industry. All the political 
flagellation to which it has had to 
submit has been unable to stunt this 
development. 

Not content with having effected 
desirable reforms in the utility indus- 
try, the New Deal with its insatiable 
desire to perpetuate itself has con- 
tinued its political sabotage, using 
for its mask the cry of cheaper rates. 
The irrefutable fact is that no other 
industry serving the needs of man 
performs its task as cheaply as does 
the utility industry. 

The New Deal has even gone fur- 
ther in its punitive attitude. It has 
invaded this field of private enter- 
prise as a direct competitor. In its 
exploitation of such gigantic Govern- 
ment ventures as the TVA it has en- 
gaged in as reckless a gamble with the 
public’s money as ever was com- 
mitted by private operators with their 
own capital and the dear public has 
no voice concerning how its money 
should be used. 


—Providence Journal 


Truce in the Making? 


The man from Hocopocus, Cali- 
fornia, no more than the man from 
Smith’s Corners, Delaware, can pro- 
test. They both are compelled to dig 
into their pockets so that the people 
of Tennessee and other parts of the 
country can be shown how cheaply 
the Government can furnish electric 
power. Carefully kept under cover 


are important but brutal facts; one 
being that the cost of publicly pro- 
duced power does not: include the 
taxes which private enterprises pay 
the communities in which they 
operate. 

Reduced to its absurdity, the entire 
New Deal public utility policy is 
honeycombed with hypocrisy. It will 
claim it has succeeded in reducing 
rates a few mills per kilowatt hour, 
but it conceals how it covers its 
deficits emanating from its economic 
follies by assessing its citizens with 
sales taxes on other living necessities. 

Nor has it become apparent to the 
public until now to what extent the 
New Deal’s punitive attitude has put 
a blight on our industrial recovery. 
It has succeeded in so unsettling the 
confidence of investors as to make it 
impossible for utilities to undertake 
any equity financing for the expan- 
sion of the industry, which could use 
more than $1 billion of new capital 

(Please turn to page 23) 


Taxes Take I] to 21 Per Cent of P. U. Gross 


NE of the most relentless up- 

ward trends noted in the public 
utility industry is that of taxation. 
This is not intended to mean that the 
industry is unique in this respect but 
rather that this factor in combination 
with the strong downward pressure 
on rates in recent years has placed the 
companies in such a position that even 
public bodies are beginning to recog- 


nize the gravity of the situation: The 
New York Public Service Commis- 
sion in its latest annual report to the 
Governor and the Legislature of the 
State said “It has been the experience 
of the Commission in recent years 
that the heavier the tax burden be- 
comes upon the utilities, the more dif- 
ficult it is to obtain rate reductions. 
It is a simple axiom that the public 


HOW TAXES EAT INTO 


P. U. REVENUES 


Taxes Taxes, Taxes Reported 

Paid in Per Cent Per Share 1938 Earns 

COMPANY: 1938 of Gross of Stock Per Share 
American Gas & Electric........... $9,808,137 13.5% $2.19 $2.23 
American Power & Light.......... 13,756,576 14.2 4.57 D 0.08 
American Water Works............ 6,600,065 13.2 2.82 0.38 
Columbia Gas & Electric........... 10,635,138 11.5 0.87 0.31 
Commonwealth Edison ............ 23,949,917 17.2 2.89 231 
Commonwealth & Southern......... 19,715,551 13.5 0.59 0.08 
Consolidated Edison ............... 51,004,075 21.2 4.48 2.09 
Consolidated Gas, Baltimore........ 4,981,479 14.4 4.27 4.06 
7,687,596 14.0 6.04 6.16 
Electric Power & Light............ 14,231,044 13.7 4.15 D 0.30 
Engineers Public Service........... 6,330,971 12.0 3.31 0.81 
Middle West Corp. ................ 8,299,552 13.6 2.49 0.81 
National Power & Light............ 10,750,809 12.7 1.97 1.28 
Niagara Hudson Power............. 14,991,986 18.2 1.56 0.50 
North American Co. ............... 18,322,281 15.7 2.14 1.55 
Pacihc Gas & Hiectric.............. 15,399,937 15.6 2.46 2.48 
Peoples Gas Light & Coke.......... 4,676,618 11.0 7.13 2.48 
Public Service of New Jersey...... 21,983,296 17.3 3.99 2.34 
Southern California Edison......... 7 667,738 17:8 2.41 2.11 
United Gas Improvement.......... 13,978,406 13.0 0.60 0.99 


cannot have both increased taxes and 
lower rates.” 

Examination of the tax figures for 
22 of the country’s largest public 
utility companies shows that the in- 
dustry has become much more an in- 
strumentality for the collection of 
taxes than a source of earnings for 
its owners. Of the 22 companies in- 
cluded in the accompanying tabula- 
tion, 18 last year paid out more in 
taxes than they earned on their com- 
mon stocks. Total taxes paid per 
company ranged from $4.6 million to 
as high as $51 million. Reduced to 
a per share basis, taxes took from 59 
cents to as much as $10.18 for each 
share of common stock outstanding in 
the hands of the public. 

So far as the public is concerned, 
as the New York Public Service 
Commission says, it “cannot have 
both increased taxes and lower rates.” 
And already, for each dollar received 
by the utility companies, they pay out 
in taxes from 11 cents to 21 cents. 
With the taxgatherer’s hand already 
as deeply in the pie as those figures 
indicate, it would appear that the 
upper limits of what the industry can 
contribute to the cost of government 
are being closely approached. 
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Clouds Lifting for the 
Industryr 


Industry is still saddled with many handicaps, but political factors 
are improving and revenues are increasing faster than expenses. 


OUR years ago last March, poli- 
F ticians succeeded in passing the 
Public Utility Holding Company Act 
by a Senate majority of one vote. 
Not content with this effort to de- 
stroy the invested equity and profit 
incentive in this basic industry, they 


conceived the idea of nationalizing 


the entire industry along with the 
precious metals. So state power au- 
thorities and public power districts 
were set up and encouraged, with 
Federal loans at fictitiously low inter- 
est and large outright grants, to build 


competitive and largely tax-free pow- 


er systems. TVA and its twenty-two 
sister Federal Authorities were also 


established to help make over the 


utility map, much along the lines that 
Hitler has been following in Europe 
and creating the same chaotic uncer- 
tainties. The Atlantic was to be 
harnessed and made to deliver its 
rhythmic power. And even the Su- 
preme Court formally declared the 
utilities to have no standing in their 
contest with TVA. 


Utility Baiting 


This great bait-the-utilities drip-pot 
had been drawing political flies for al- 
most a decade. By November, 1936, 
it was overflowing perpetual man- 
dates and special privileges for all 
those faithful to the New Deal. But 
the continuous rate reductions, the 
unending rise in taxes, increasing op- 
erating costs, competition financed by 


unlimited capital, and the death sen- 
tence passed on holding companies 
finally had their inevitable effect. 
Utility capital became frightened and 
started a retreat, in which all capital 
joined. The resulting destruction 
affected not only investors but also 
the politicians themselves. Many of 
the most prominent anti-utility agita- 
tors were eliminated from the scene 
in the 1938 election. Hoping to avert 
the Wrath of 1940, the remaining 
political ranks are now offering 
appeasement. 

The situation confronting utilities 
is still speculative. But depression is 
working a fundamental change in the 
general attitude, and this is highly im- 
portant since this attitude has created 
a ten-year cycle against the industry. 
Slowly the public is coming to re- 
alize that the utility industry repre- 
sents a large segment of the total 
wealth of the country, and that its 
condition of health naturally affects 
the general economy. And even the 
areas that are the direct “bene- 
ficiaries” of the Government’s rob- 
Peter-to-pay-Paul policies are not so 
sure now that they will benefit in the 
long run. 

In Tennessee the Governor has 
recommended that the legislature pass 
laws requiring any municipalities or 
districts that throw out the private 
utility tax-payer in order to have their 
own TVA-powered systems, to pay 
the same taxes that had been paid 
by the utility. The same thing has 


5 


happened in Arkansas. And in Wash- 
ington and Oregon (long regarded as 
the original sponsors of liberalism and 
public utility ownership) and even in 
Nebraska (the home state of Senator 
Norris, the Father of TVA), such tax 
laws have actually been passed, and 
the public utility districts have also 
been subjected to other regulations 
and restrictions. In the New Eng- 
land states and also in Oklahoma, the 
state governments have evinced op- 
position to proposed Federal power 
developments that might encroach on 
“state rights.” 


Public Rejections 


In California (the birthplace of 
EPIC, Townsendism and the $30- 
Every-Thursday plan favored by 
Governor Olson) the people of San 
Francisco have just voted—for the 
fourth time—overwhelmingly against 
a $55 million Amendment that would 
have the city purchase the electric dis- 
tribution system of Pacific Gas & 
Electric. This case is all the more 
interesting as the District Court has 
ruled that under the Raker Act the 
power generated from the city’s 
Hetch-Hetchy plant located on Fed- 
eral Government lands cannot be sold 
to a private utility for distribution, 
and the circumstances have caused the 
Court to postpone from time to time 
the effective date of its decision. The 
good will shown by the San Fran- 
cisco vote is also in strong contrast 
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with the apparent success of the pub- 
. licly owned Los Angeles power sys- 
tem, which early in 1937 bought out 
Pacific Lighting’s electric properties. 
In Pennsylvania the 1938 election 
unseated the Democratic Administra- 
tion which had so aggressively forced 
extremely high taxes and rate re- 
ductions on the utilities in that state. 
And PWA loans and grants from the 
Federal Government have stopped. 
Thus the plans of public ownership 
enthusiasts for further expansion at 
the expense of private utility systems 
have been abruptly checked, and many 
have. collapsed. 
Most of the branches of the Fed- 
eral Government itself are now show- 
ing signs of at least a temporary turn 


to the right. The RFC is now will- 
ing to make loans to private utilities, 
loans that were formerly not avail- 
able. The SEC has evinced a broad, 
practical and even sympathetic atti- 
tude in its administration of the 
Holding Company Act. 

Congress, after passing an addi- 
tional appropriation for the Gilberts- 
ville dam of TVA, is now inconsist- 
ently holding up the bill carrying ap- 
propriations which the TVA needs in 
order to purchase Commonwealth 
& Southern’s Tennessee properties ; 
the sub-committee in charge is com- 
posed largely of representatives from 
coal states that are worried about the 
effects of water power expansion 
upon that sick industry. And the re- 


constituted Supreme Court, in the re- 
cent Pennsylvania rate case, warned 
the various Federal agencies that, 
when appealed to, it would review 
their acts and rulings. 

These appeasements, while en- 
couraging, are still negative. In or- 
der definitely to attract new capital, 
the industry requires substantial con- 
cessions in the way of a halt to the 
growing tax burden, definite stoppage 
or limitation of government competi- 
tion, and real cooperation by the Gov- 
ernment with the industry. What is 
positive is that labor costs have 
stopped rising, material costs are 
lower, revenues are rising, and more 
current revenue is being carried 
through to net income. 


Overlooked Barrier 
Power Growth 


ELIEVERS in public ownership 


and operation of utility prop- 
erties have repeatedly asserted that 
private utility valuations are inflated 
and that this ballooning of the rate 
base enables the companies to charge 
excessive rates for their services. For 
many years, these interests advocated 
establishment of utility systems by the 
Federal Government for the purpose 
of furnishing a “yardstick” by means 
of which to measure the rates charged 
by private companies. In the past few 
years a number of such projects have 
been set up, but the significance of 
the rates they charge is open to very 
serious question. Disregarding the 
arbitrary allocation of substantial per- 
centages of their expenses to such 
purposes as irrigation, navigation and 
flood control, it is apparent that the 
basis on which they operate is not 
comparable to the situation of a 
private unit since they have to pay 
no taxes. 

The importance of this item can be 
readily appreciated when it is real- 
ized that last year taxes levied against 
the utility industry amounted to more 
than two billion dollars and totalled 
16.7 per cent of the trade’s gross in- 
come, against 18.5 per cent of gross 
for total labor costs. Obviously a mar- 
gin such as this can make a tremen- 
dous difference in the rates charged 


by the two forms of enterprise. But 
the voters in a number of states har- 
boring Federal power projects have 
recently had this discrepancy brought 
home to them through a much more 
tangible medium than the relatively 
academic concept of the fairness of 
Federal competition with the utilities. 
Where private companies have been 
taken over by Government projects, 
the loss in tax revenues has in many 
cases been very important. In Wash- 
ington and Oregon, for example, state 
and local taxes on utilities amounted 
to $6.1 million in 1937, and cessation 
of any significant percentage of this 
income through acquisition of utili- 
ties by the Government would pre- 
sent a very serious problem inasmuch 
as approximately a fourth of the area 
of these states consists of tax-free 
parks and forests. Aroused by the 
threat of vastly increased taxes on 
other properties, the Oregon legis- 
lature recently passed a law providing 
that power districts must pay taxes 
equivalent to those levied on private 
companies. Similar action may be 
taken in the State of Washington. 
The Tennessee Taxpayers Associa- 
tion has recently published a survey 
showing that public ownership of 
utility properties in the state will cost 
the counties and municipalities $2.4 
million and the state $1.1 million in 


lost tax revenues. Only about 10 per 
cent of the electric utilities in the state 
are still paying the normal amount of 
taxes. It is estimated that one county 
will lose about 40 per cent of its prop- 
erty tax, while others will be almost 
equally hard hit. The TVA is cur- 
rently paying a 5 per cent tax on 
power sales at Norris Dam and 2% 
per cent on extra-seasonal power pro- 
duced at Muscle Shoals, but these 
payments amount to only about $10,- 
000 a year and are expected never to 
exceed $625,000. There has been 
much agitation for taxation of public 
power developments in Tennessee, 
but to date political opposition has 
blocked such legislation. 

A move to acquire private proper- 
ties in Nebraska fell through recently 
when it became apparent that the 
state would probably pass a law forc- 
ing public power districts to pay taxes 
equivalent to those paid by the pri- 
vate companies acquired, and binding 
them to the provisions of existing 
franchises, contracts and ordinances, 
thus giving the municipalities the 
power to set maximum rates. This 
legislation was subsequently enacted. 
A few more instances such as this will 
go far in removing the private utili- 
ties’ fears that they may be forced to 
sell out to public agencies at ruinous 
sacrifices. 
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Elastic Fixed Boundaries 
tor the 


Strict limitation of area of encroachment upon private 


operations by government power projects would 
have important bullish implications for the industry. 


NE of the most striking contrasts 
O to be found anywhere in the 
markets is that presented by a com- 
parison of current prices for an im- 
portant group of utility bonds and 
preferred stocks with those which 
prevailed twelve to fifteen months 
ago. Securities of utility operating 
companies located in Tennessee and 
neighboring states were quoted at 
large discounts during the first half 
of 1938; now they command prices 
ranging from 90 to par and, in some 
cases, premiums. The following list 


is representative : 
1938 Recent 
ISSUE Low Price 
Alabama - lst. & ref. 5s, 1968..70% 103% 
Alabama Power $7 preferred......... 4 90 
Georgia Power Ist. & ref. 5s, 1967.. = 105% 
Georgia Power $6 preferred.......... 93 
Memphis P. & L. Ist. & ref. 5s, 1948. Os 102 
Memphis Pr. & Lt. $7 preferred..... 45 9 
Mississippi Pr. 1st. & ref. 5s, 1955..61% 93% 
Tennessee El. Pr. Ist. 6s, 1947....... 4 % 100 


Tennessee El. Pr. 7% 1st. preferred.. 93 
Tennessee P. S. Ist & ref. 5s, 1970. 


*Bonds not deposited under company’s offer 
to purchase at 97% called for redemption at 104 
on October 4, 1938. 


TVA vs. TEP 


To some extent, these substantial 
net gains might be considered a re- 
flection of the generally higher level 
of prices for both investment and 
semi-speculative securities currently 
prevailing in comparison with the 
generally depressed markets of the 
spring months of 1938. But the 
major part of the appreciation is di- 
rectly attributable to developments in 
the TVA area which indicate that 
holders of senior securities of utility 
companies operating in the south- 
eastern states will not suffer from the 
effects of subsidized competition. On 
the sale of the Knoxville properties 
of Tennessee Public Service Com- 
pany to the City of Knoxville and the 
TVA, effected last year, preferred 
stock holders received $88.86 per 
share in liquidation. 
the terms which have been reached 
for sale of the properties of the Ten- 
nessee Electric Power Company to 


On the basis of - 


the TVA, the full par value of bonds 
and preferred stock will be covered, 
and a substantial amount will remain 
for the common. It is expected that 
preferred stockholders of Memphis 
Power & Light will receive 100 cents 
on the dollar as liquidation of the 
company progresses. 

These actual and indicated settle- 
ments have encouraged the belief 
that, if the TVA expands its acquisi- 
tions in states adjacent to Tennessee, 
the prices paid will be sufficient to 
provide satisfactory settlements with 
senior security holders. From the 
viewpoint of holders of bonds and 
preferred stocks, the removal of the 
threat of destructive subsidized com- 
petition is the paramount considera- 
tion, and most senior security holders 
of companies located in areas affected 
by such threats are satisfied with ar- 
rangements leading to realization of 
all, or at least the major part, of the 
capital which they have invested. 

But the developments in Tennes- 
see, although affording adequate ex- 
planation of the large gains in the 
markets for securities of privately 


Ys 
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—Birmingham Age-Herald 


Old Yard Sticks for New? 
7 


owned utilities located within trans- 
mission distance of the TVA plants, 
leave other important matters in the 
realm of uncertainty. From the 
broad viewpoint of the investing pub- 
lic as a whole, it is questionable that 
any major expansion in the applica- 
tion of the principle of public owner- 
ship of utilities is fundamentally 
bullish. One practical aspect of the 
question centers in the effects upon 
the standing of equity investments in 
private utilities. In the most favor- 
able of the large deals which have 
been arranged up to the present time, 
the sale of the Tennessee Electric 
Power properties, the parent company 
(Commonwealth & Southern, which 
owns all but a few shares of the 
common stock) will receive about $6 
million applicable to the junior equity. 
This compares with a stated value of 
over $17.7 million for the common 
on the company’s books. In the 
Knoxville deal, the price did not fully 
cover the preferred stock and there 
was, of course, nothing left for the 
common. 


Competitive Threat? 


The TVA-TEP deal is encourag- 
ing to the extent that it gives some 
substantial recognition to equity in- 
vestment. But for the large body 
of utility stockholders, signs of an 
approaching end to the encroachment 
by the Government upon the field of 
the privately owned utilities would 
have much greater constructive sig- 
nificance. The first question which 
arises with respect to the future ex- 
tent of subsidized competition is that 
of the scope of the TVA. The en- 
abling legislation now before Con- 
gress authorizes the TVA to issue 
up to $100 million bonds to finance 
purchases of generating and trans- 
mission equipment. This is sub- 


stantially in excess of the amount 
(Please turn to page 24) 
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A Common Stock Guide 
to Forty Utilities 


Price Ons itted 
Earned e Recent Common . 
STOCK: Sh. (1938) “ass) Price (shs.) (shs.) ($) COMMENT ON STATUS AND PROSPECTS 
Amer. & Foreign Power. D$8.66 51%4— 2% 2% 2,061 3,476 113,500 An unimpressive earnings record, large preferred arrears and con- 


tinued unsettlement in foreign territories served place the shares 
in a highly speculative position. 
a a, ee 2 371/,—191 3 4,483 356 188,200 Has relatively satisfactory position with respect to the integration 
Amer. Gos & 2233 provision of the Holding Company Act and encouraging longer 
term territorial propects. 


: . jon.. 47 Y%—10 15 2,768 536 76,700 Changes in the level of activity in the industrial area served have 
Amer. Light & Traction ota 18% j important effects upon earnings. Shares are of speculative caliber. 
, Li oe 08 714— 3% 41 3,009 1,772 360,534 The issue represents primarily a speculation upon a liberal interpre- 
Amer. Power & Light tation of the Public Act. 
Js 7 > oe 38 16%— 6 10 2,343 200 191,053 Wide swings in earnings reflect the industrial character of the ser- 
Am. Water Wks, & El ° ' vice area and place the shares in a speculative position. 
Assoc. Gas & Elec. A 1%~— % 11/16 4,564 476 523,200 Despite efforts to simplify the complicated corporate structure, shares 
*klvn Uni Rh: cvekeba 2.25 233%—10! 23 745 None 49,000 Future earnings depend upon development of new uses for gas, close 
B’klyn Union Gas.. 233% control of operating costs and higher rates, 
2 6% 3,714 933 467 ,600 Despite progress being made, the heavy senior capitalization and 
Cities Service ....... ad 0.25 ‘A r ‘ preferred arrears place the common shares in a highly speculative 
Cleveland Elec. Ilum’t’ng 2.44 39%4—-30% 39 2,325 255 40,000 Changes in the level of activity in the steel and automotive industries. 
e ; have important effects upon earnings. Increasing municipal com- 
: petition clouds the outlook. 
-y Columbia Gas & Electric. 0.31 97%— 5% 6 12,223 1,101 182,009 Although recent accounting revisions have improved the status of 


the common shares, they continue in a speculative position. 


Commonwealth Edison.... 2.40 28 —22% 28 8,301 None 418,358 Statistical position of shares improved by recent integration and 
refunding program, although bond conversions are diluting earn- 
ing power per share. 


Commonwealth & South’n 0.08 24-1 1% 33,673 1,500 537,946 Future earnings will be importantly effected by ultimate outcome of 
entire TVA situation. 
Cons. Edison, N. Y....... 2.09 344%4—17 31 11,472 2,185 475,068 Improved public relations and an aggressive appliance program should. 
; be beneficial to revenues. Shares are of better-than-average caliber. 
Cons. Gas, El. Lt. Balt.. 4.06 74 —55 75 1,167 223 67,183 Future earnings will continue to reflect the relatively stable domes- 
tic load. Shares are of good grade. 
Detroit Edison ......... +. 6.19 115%—76 118 1,272 None 141,820 Changes in the level of activity in the automotive industry continue 
to be the most important single earnings determinant. ( 
Duke Power ..........++++ 4.23  6734—54 66 1,010 3 38,000 The threat offered by government power projects continues as an I 
unsettling factor. 
Electric Bond & Share... 0.18  15%— 4% 8 5,267 1,456 None Wide changes indicated to comply with the Holding Company Act. ( 
Shares of speculative caliber. P 
Electric Power & Light.. D0.30 14 — 6% 8 3,432 850 275,975 Subsidiary arrears continue to block parent company income. This. 3 
factor and the Public Utility Act place shares in speculative posi- ( 
tion. 
Engineers Public Service. 0.81 10%— 2% 9 1,910 430 = -152,771 Earnings trends continue satisfactory. Sizeable residential load help- t 
ful during periods of slack industrial activity. 
Federal Light & Traction 1.97 161%4— 6% 15 525 44 18,642 An unimpressive financial position and vulnerability under the P. U. ] 
Act place shares in highly speculative position. F 
Hackensack Water........ 2.21 30 —24 30 308 60 14,350 Earnings continue to reflect the characteristic stability of water l 
operations. Shares attractive for income. | 
Long Island Lighting..... D0.13 1%—- % % 3,000 254 61,100 Unsatisfactory public relations and increasing operating costs and S 
taxes cloud the earnings outlook. Shares highly speculative. 4 
National Pr. & Lt......... 1.28 95%~— 5 7A 5,456 279 =. 257,082 Sale of Tenn. properties and rate cuts will reduce earnings; partial il 
offset is pending refunding program. 
New Eng. Power Ass’n... 0.40 1214—10 13 933 663 148,500 Changes in the level of industrial activity in the service area con- t 
. tinue as the major earnings determinant. : 
Niagara Hudson Power... 0.50  103¢— 5% 7 9,581 485  7228,300 An important industrial load and a wide leverage factor suggest good t 
earnings gains during periods of business improvement. ti 
North American Co....... 1.55 26%—13% 21 8,575 1,303 341,220 Longer term earnings outlook satisfactory. Shares are among the ry 
more attractive in the group. . 
Northern States Power A D1.25 14%— 6% y §1,071 780 94,900 Despite important refundings and other corporate changes, the 0! 
; shares continue in a speculative position. 
Pacific Gas & Electric.... 2.71 30 —2234 31 6,261 5,235 289,553 A strongly entrenched position in the service area and satisfactory e) 
3 longer term territorial prospects place shares among the more con- 
servative issues. | la 
aN Pacific Lighting .......... 4.18  431%—32% 47 1,609 197 46,000 Longer term earnings prospects satisfactory. Principal attraction of 
: shares lies in income-producing characteristics. 
Penn. Water & Power.... 5.55 75Y%4—59 78 430 21 22,100 Demonstrated earning power and satisfactory longer term prospects S 
place the shares among the more conservative in the group. 
Peoples Gas Lt. & Coke.. 2.31 42 —22% 34 664 None 76,003 Rate uncertainties cloud the longer term earnings prospects. The 
ie shares are of speculative caliber. 
bs Philadelphia Co............ 0.50 8 — 4% 6 4,800 651 130,300 Prospect of increasing taxes and higher depreciation charges may n 
restrict earnings progress. 
Public Service N. J....... 2.32  35%4—25 37 5,503 1,620 190,736 Favorable longer term territorial prospects, closer control of operat- W 
ing costs and some improvement in the transportation division 
as . suggest maintenance of satisfactory earnings. qt 
re Southern Cal, Edison..... 2.10 25 —19% 26 3,183 3,467 154,648 Satisfactory territorial prospects and demonstrated earning power ° 
place the shares among the better grade equities in the list. oe 
Standard Gas & Elec..... D2.23 5%— 2 3 2,163 1,226 355,333 Large preferred arrears and indicated wide changes necessary to er 
compiy with the P. U. Act place common in a highly speculative : 
position. its 
Tampa Electric..... henue’ 2.39 36%—26% 30 598 10 None A satisfactory earnings and dividend record afford the shares a sk 
semi-investment rating. 
ee Eee 0.07 45%4— 2 2% 14,529 2,489 None Compmatannt changes in order to comply we the P. U. Act will ot 
ee ultimately transform company into a general investment trust. 
United Gas Improvement. 0.99 12%—8%4 13 23,252 765 4257,285 Change in Pennsylvania politics and entry into chemical field favor- fa 
but depreciation charges indicated. Shares moder- of 
ately priced. 
United Light & Power B. D0.15 1% 1% §3,303 600 269,500 Recapitalization considered as means of cleaning up preferred ev 
a E arrears. “ and “B” stocks highly speculative. 
Utilities Power & Light.. +D2.03 2—% % 3,303 1,822 214,700 Common stock is regarded as radical speculation. Drastic reorgan- pa 
ah ization may not recognize the equity shares. 
en 


*Per cent of par value of stock. t Subsidiary funded debt. t Twelve months ended June 30, 1937. § Combined class A and class B shares. D—Deficit. 
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And Segregation Problems 
Hang Fire 


Because of factors beyond control of the law, Section 11 has 


been traveling a rough and rocky road. Here are the reasons. 


URRENT events have a way of 

changing their perspective in the 
cold light of history. But when the 
complete record of the New Deal 
years is written, it is a good guess 
that Section 11 of the Public Utility 
Holding Company Act—the so-called 
“death sentence’”—will be remem- 
bered as one of the most discussed 
segments of reform legislation enacted 
during that period. 

Briefly, Section 11 provides for the 
capital simplification and _ physical 
integration of public utility holding 
company systems. None of these 
structures, according to this portion 
of the law, will eventually be allowed 
to function in its present form unless : 
1) the subsidiary systems cannot be 
operated independently without the 
loss of substantial economies; 2) all 
such additional systems are located 
in a single state or adjoining terri- 
tory; and 3) the continued combina- 
tion of such systems, under the con- 
trol of one holding company, is not 
so large as to impair the advantages 
of localized management, efficient op- 
eration or the effectiveness of regu- 
lation. 


Slow Motion 


Whether Section 11 is “an eco- 
nomic monstrosity” or the epitome of 
wholesome public utility reform is a 
question for time to answer. The 
important thing to note at the pres- 
ent time is that progress in achieving 
its objectives has been painstakingly 
slow. This has arisen largely because 
of factors outside of the law itself— 
factors which have combined to defy 
official interpretation of the statute 
even though some four years have 
passed since its enactment. True 


enough, registration of the industry 


ec7;, {rom one corner of the state to the 
#?s: other, a distance equivalent to that 


between Chicago and New Orleans. 


“. Yet, such a transmission of electricity 


“* would be entirely within one state. 


—St. Louis Post-Dispatch 


Likely to Be An Easy Descent? 


under the Act has been virtually 100 
per cent. And on December 1, 1938, 
moreover, every major public utility 
holding company system had filed its 
tentative plans for voluntary com- 
pliance with Section 11. (See FW, 
Dec. 14, ’38.) This, however, has 
served to highlight the difficulties 
under which the “death sentence” 
clause labors. 

Consider, first, the geographic 
problems involved. It is the ruie, 
rather than the exception, that the 
utility map of the United States pre- 
sents a crazy quilt of holding com- 
pany ownership. The Electric Bond 
& Share and the Standard Gas & 
Electric systems, for example, prac- 
tically defy “integration.” On the 
other hand, take the case of Texas. 
Here is a state with 19 operating 
companies, 9 holding company sys- 
tems and one unassociated operating 
company serving an area 213 times 
that of Rhode Island. In an emer- 
gency, physical interconnection is 
such that energy could be relayed 


9 


Will Texas, then, be considered an 
“integrated area”? 

Financial difficulties are also a fac- 
tor to contend with. It is one thing 
for the Securities & Exchange Com- 
mission to approve a plan, let us say, 
contemplating elimination of inter- 
mediate holding company units; it is 
another to obtain the capital neces- 
sary to effect the operation. In this 
connection, American Water Works 
& Electric affords a notable illustra- 
tion. As shown in the case of Co- 
lumbia Gas & Electric, surplus re- 
quirements must often first be ful- 
filled. And some units, Louisville 
Gas & Electric (Del.) for instance, 
may be affected by the ruling that net 
property accounts must be adjusted to 
reflect original cost. Besides, there 
is the question of reducing substantial 
security ownership in other holding 
companies. An outstanding example 
of this is supplied by United Cor- 
poration. 


Retarding Factor 


Despite conciliatory speech making 
and talk of “appeasement,” Govern- 
ment competition is still a° number 
one problem to the public utility in- 
dustry. Fed by funds from the U. S. 
Treasury, power projects—Federal, 
state and municipal—have grown to 
such proportions that few major pri- 
vate systems remain  actually—or 
potentially—unaffected. The most 
publicized area in this respect is that 
covered by the Tennessee Valley Au- 
thority. Under the whip of what 
some quarters feel was “confiscatory 
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competition,” National Power & 
Light sold its properties in that dis- 
trict to the TVA—but at a consider- 
able sacrifice. More dramatic, per- 
haps, was the deal involving purchase 
by the Government of Commonwealth 
& Southern’s Tennessee Electric 
Power. Now awaiting the necessary 
funds from Congress, this transaction 
was fairly satisfactory to Common- 
wealth. Meanwhile, the issue of 
competition remains as a bar to hold- 
ing company segregation. 

Scanning the Section 11 picture 
from a positive point of view, it will 
be seen that, here and there, some 
progress has been made. As early 
as December, 1937, Stone & Webster 
distributed its holdings of Engineers 
Public Service and Sierra Pacific 
Power to stockholders, thus revert- 
ing to its originally conceived status 
as a construction, engineering, financ- 
ing, supervisory and service organ- 
ization. (See FW, Dec. 21, ’38.) 


In the same year, Electric Power & 
Light absorbed one of its intermediate 
units by merger. Significant, in 
1939, was North American’s elimina- 
tion of North American Edison, one 
of its intermediate holding concerns. 
This was effected by refunding the 
latter’s debentures and preferred 
stock with the proceeds of the sale of 
an additional preferred issue by 
North American. A few months ago, 
moreover, International Paper & 
Power placed its holdings of voting 
securities of International Hydro- 
Electric System in trusteeship. 

As far as fulfilling the provisions 
of Section 11 is concerned, practically 
all of these moves fall into the cate- 
gory of “steps.” As such, they rep- 
resent but a bare scratching of the 
holding company surface. A studied 
consideration of the above examples 
will reveal that, with the exception of 
Stone & Webster, an important com- 
plete “break-up” has yet to be seen. 


This is not the fault of the Commis- 
sion, for that body has generally 
demonstrated a rather cooperative 
and—it can be said—a realistic spirit 
in its administration of the law. 

The fact of the matter is that a 
dispassionate view of the subject does 
not admit of placing the onus on any 
particular body or institution. It will, 
instead, lead to a realistic recapitula- 
tion of the issue: In its essence, 
“segregation” contemplates the com- 
plete transformation of a utility em- 
pire covering more than 3 million 
square miles, serving more than 100 
million people and involving some 
$14 billion of holding company as- 
sets. A problem of such magnitude 
does not lend itself to easy solution. 
It requires years to accomplish—and 
years bring change. Thus there are 
those who doubt that ultimate dis- 
posal of the matter will reflect the 
initial spirit which inspired its under- 
taking. 


What Outlook for Electrical Expansion? 


HE Federal 
through the National Defense 
Power Committee, has paid a good 
deal of attention to the ability of the 
utility industry to supply the nation’s 
power needs in case of war. The 
scope of the program formulated by 
this Committee, involving the eventu- 
al expenditure of close to a billion 
dollars, would appear to indicate that 
there is considerable question regard- 
ing the adequacy of existing facilities 
in time of emergency. Now that the 
political difficulties besetting the in- 
dustry show signs of slackening as a 
result of the changed attitude of the 
voters and the Administration’s con- 
cern with national defense, it becomes 
pertinent to inquire what deficiencies 
exist and how far the utilities may be 
expected to go in correcting them. 
There seems little question that the 
industry does not enjoy the wide mar- 
gin of producing capacity over po- 
tential demand which existed a de- 
cade ago. Generating capacity was 
stepped up by about 9 million kilo- 
watts in the four years ending 1930, 
whereas the increase since that time 
has been less than half as great. In 
1937, potential electric output was 
only 51 per cent larger than in 1926, 
while demand had increased by 77 per 
cent during the same period. How- 


Government, 


ever, these figures overstate the case 
to some extent, since the growth of 
interconnections between systems with 
different load peaks has made it un- 
necessary for generating capacity to 
be increased in exact conformance 
with the growth in consumption. 
There are several areas, notably in 
the West, where construction of Fed- 
eral power projects has increased ca- 
pacity far beyond any demand which 
may be expected to materialize for 
some years to come. On the other 
hand, some plants in the highly indus- 
trialized Eastern part of the country 
would be hard pressed in the event of 
war or vigorous business revival and 
would be forced to purchase power 
from nearby systems. In most cases, 
this could be accomplished without 
undue difficulty, and where inter- 
change capacity of power lines proved 
inadequate it could be increased as 
much as threefold at relatively small 
expense. Expenditures on transmis- 
sion and distribution equipment have 
been maintained considerably better 
over the past few years than have 
those for generating facilities and thus 
the former divisions of the industry, 
aside from the need for some inter- 
connections, are in excellent shape. 
Construction expenditures by utility 
companies do not tell the whole story 


of the growth in power capacity. The 
Federal Government and its political 
subdivisions have entered this field on 
a large scale in the past decade, and 
when public projects now scheduled 
or in process of construction are com- 
pleted, they will have a capacity equal 
to almost a third of that of the private 
companies. These facilities are ex- 
pected to cost about two billion dol- 
lars—as much as the utilities have 
spent in the last seven years. Whether 
they will prove a blessing or a curse 
to privately owned enterprises must 
depend on the policies adopted by 
subsequent Administrations. Where 
they compete directly with the utility 
companies their influence will obvi- 
ously be adverse even if they are not 
used as rate yardsticks, but where 
they sell power to the private organ- 
izations for redistribution, they will 
obviate the necessity for construction 
of much standby capacity. 

These public projects will not be 
completed at any time within the near 
future. In the meantime, private in- 
terests are going ahead with construc- 
tion programs more aggressively than 
they have dared to do for some years. 
By the end of the present year, it is 
anticipated that private plants will be 
able to take care of a demand of about 

(Please turn to page 27) 
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The Trend of Share Values 


What About the 
Second Half 


HILE it is yet somewhat early 

to particularize on the second 
half-year now just ahead, certain 
broad influ- 
ences are nev- 
ertheless to be 
discerned that 
will give direc- 
tion to the 


period. A re- 
view of these 
forces should 
prove of real 

interest. 
As a first 
consideration, 

—finyjoto 

Charles J. Collins ‘tom the eco- 
nomic ap- 


proach, are the nation’s huge mone- 
tary resources. Not only has the 
redundancy of credit served to drive 
interest rates to increasingly lower 
levels, but it has eased liquidating 
pressure during the business and price 
declines initiated in January. This 
influence, including an absence of 
large corporate or individual debt, is 
to be rated as distinctly on the favor- 
able side in its effect on security and 
commodity prices, as a cushion to 
business recession, and as a potential 
support to trade and price expansion. 


Building Revival P 


A second factor of considerable 
weight lies in the relatively heavy 
building contracts, both for public 
works and residences, that have been 
let over the year to date. By summer 
an increased rate of actual construc- 
tion should derive from these awards 
and there is reason to believe that 
heightened operations should be 
maintained into the autumn. Activity 
in the construction field is ramified 
through many industries, including 
transportation, and thus broadly af- 
fects wages and employment. 

Turning to consumption goods ac- 


By Charles J. Collins 


tivity, it can now be assumed that the 
business decline of the past five 
months has ironed out the majority 
of those minor maladjustments that 
brought the decline about. The rise 
in production activity during the last 
half of 1938 was too rapid to hold. 
In keeping with this outlook, these 
columns in November of last year 
took the position that an ensuing 
business irregularity of a corrective 
nature should be registered over the 
early months of 1939 as an interrup- 
tion to the underlying upward trend. 

Business decline of the anticipated 
character was witnessed on schedule, 
but was both accentuated and pro- 
longed by two unpredictable develop- 
ments—the European war scare de- 
veloping in late March, and the coal 
strike coming some weeks later. As 
a result of these events spring re- 
covery was prevented, the industrial 
plant, instead, operating through this 
season on a reduced basis. Over the 
period, however, consumer purchas- 
ing power has been well maintained, 
and this fact, in combination with the 
lowered level of production, should 
not only have corrected the moderate 
excesses of the 1938 upsurge, but 
should have created a backlog of con- 
sumer’s goods demand that will be- 
come evident in due course. 

With building activity attaining 
peak levels during the summer 
months, a moderate upward pull on 
the curve of general business can be 
visualized as increased expenditures 
for labor and materials are witnessed. 
Should consumption goods activity 
turn up at the same time, an addi- 
tional stimulus will then also be pres- 
ent and this could cause a sharp up- 
ward trend by late summer. Con- 
sumer’s goods inventories, except in 
the textile and automobile industries, 
are low, and these last two situations 
could easily be cleared up through a 
commensurate curtailment of opera- 
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tions over the four to six weeks ahead. 

Altogether, then, the strength of 
the credit situation, combined with a 
prospective increase in construction 
and a healthy outlook for consumer’s 
goods activity, would suggest that the 
summer months, now not so far 
ahead, could register business im- 
provement, with the uptrend continu- 
ing into the autumn. The intensity 
of the movement, and its endurance 
beyond the autumn months, would be 
proportioned to other developments, 
such as the yet undeterminate tempo 
of activity in certain of the heavy 
goods industries, including railroad 
and electric equipment. 


Another Influence 


At this point, however, attention 
should be called to another important 
influence—that surrounding foreign 
developments. While the summer 
building outlook, based upon con- 
tracts already let, will hardly be af- 
fected by what happens abroad, a 
renewal of war tension this summer, 
if of the proportions witnessed this 
spring, could seriously interfere with 
consumer’s goods purchases during 
the continuance of the scare. In such 
event business, with only increased 
building to help, would probably ad- 
vance but little above current levels. 
When and as foreign conditions im- 
proved, a rising consumption goods 
activity would then be witnessed. 

Actual outbreak of war, rather 
than another scare, would completely 
alter the entire economic outlook as 
discussed above by substituting, once 
the initial period of readjustment to 
a war economy were effected, other 
business stimulants. As to whether 
war or even another war fright will 
develop, is a question beyond the 
province of the economic commenta- 
tor. Military opinion has set up 

(Please turn to page 25) 
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and Opinions Stocks 


Ratings are from THE FINANCIAL WorLD 
Independent Appraisals of Listed Stocks. 
Refer to individual Stock Factographs for 
further vital information and statistical data. 


“Also FW” refers to the last previous 
item in the magazine. Opinions are based 
on data regarded as reliable, but no re- 
sponsibility is assumed for their accuracy. 


e AMONG ° 


THE ° 


BULLS ° 


AND ° 


BEARS ° 


Prices Are as of the Closing, Wednesday, May 31, 1939 


Allied Stores C 


While obviously speculative, reten- 
tion of shares is warranted for long 
term market recovery; approx. price, 
9. With some 55 retail outlets geo- 
graphically distributed among twenty 
states, operations are rather sensitive 
to general economic trends. Official 
indications that sales and earnings 
have been running at satisfactory. 
levels—and well ahead of those of a 
year ago—are therefore encouraging. 
But chances do not favor resumption 
of common dividends in the near 


future. (Also FW, Dec. 21, ’38.) 


C+ 

Though not suggested for new 
commitments, shares are suitable for 
continued retention over the longer 
term; approx. price, 14 (indicated 
ann. div., $1).. By far the largest 
rayon weaver in the country, Bur- 
lington is currently benefiting from 
the highly favorable rate of rayon ac- 
tivity. Operating statements are re- 
leased semi-annually and estimates of 
first half net range all the way from 
$1 to $1.60 per share. In the first 
six months of 1938, per share net 
was 40 cents. With financial posi- 
tion satisfactory, the chances favor a 
more liberal dividend policy this year. 


Burlington Mills 


Childs, pfd. Cc 


While not suitable for conservative 
requirements, existing holdings of 


shares may be retained, strictly as a 
speculation; approx. price, 53. Large- 
ly because of World’s Fair operations 
in excess of expectations, Childs pre- 
ferred shares were moved sharply up- 
ward recently on increased activity. 
Company sustained a loss of approxi- 
mately $262,000 ($7.02 per preferred 
share) in the opening quarter. The 
chances are, however, that second 
quarter results will go a long way 
toward reducing this deficit. From 
this point, it does not appear as if 
dividend restoration is in early pros- 
pect. As of March 31, last, accumu- 
lations were $50.75 per share. (Also 
FW, Feb. 22.) 


Holly Sugar 


While not attractive for fresh pur- 
chases, maintenance of existing specu- 
lative positions in shares is war- 
ranted; recent price, 12. Although 
representing a sizeable reduction from 
the preceding twelve-month, per 
share net of $1.05 for the March 
fiscal year was more or less in line 
with expectations. Interesting is the 
fact that while production of refined 
sugar was the highest in company’s 
history, net received for sugar was 
the lowest in its experience. It is 
probable that taxes will continue to 
depress net. But with a favorable in- 
ventory position and a firmer price 
structure, indications are that the 
1939-40 year will record improve- 
ment. 


Int. Rwys. Cent. Amer., pfd. C+ 


Though obviously speculative, pros- 
pects continue to favor retention of 
shares in well diversified lists; ap- 
prox. price, 59 (paid $3.25 so far this 
year). Recent activity in these shares 
is based on more than the mere fact 
of short term improvement. It goes 
back to 1937, when company gave a 
lien plus 37 per cent of its common 
stock to United Fruit in exchange 
for cash plus concessions respecting 
traffic movement, possible port com- 
petition, etc. First quarter earnings 
were equivalent to $5.14 per pre- 
ferred share, compared with around 
$3.94 in the like 1938 period. Giving 
effect to last month’s $2 payment, 
arrears on this issue (5 per cent, 
$100 par) were $25.50 per share. 


Lee Rubber C+ 


Though one of the smaller units in 
the field, operating record and pros- 
pects warrant continued retention of 
shares, now around 32 (pd. 50 cents 
so far this year). It was generally 
agreed that Lee would report further 
earnings improvement in the six 
months ended April 30, 1939. Ex- 
pectations, however, did not run near- 
ly as high as the $2.55 per share 
(compared with $1.23 for the like 
1938 period) actually shown. Pos- 
sible price-cutting and inventory 
write-downs are, of course, constant 
factors to consider in this situation. 
But if current trends are sustained, 
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It has been a long trail from the days of 1859 when 
Drake struck oil near Titusville, Pennsylvania. The 
pioneers sought oil to light their lamps, make their 
candles and grease the wheels of their covered 
wagons. Among these hardy oil pioneers were the 
men who founded what is now Tide Water Asso- 
ciated Oil Company and had the honor of building 
the world’s first long-distance pipeline. 


That pipeline still carries the “liquid gold” from 
Pennsylvania’s richest oil fields to the Company’s 
refinery where it is made into the Veedol motor oils 
that are distributed throughout the world. 


The steady plodding of all these years is back of 
the quality products available to motorists under 
PRODUCTS IN THE WEST 
Associated Flying A Gasoline 
“Aviation” Ezhyl Gasoline 
Automatic Burner Oil 
Avon Industrial Lubricants 


Pioneers 


Progress 


AVAILABLE NATIONALLY 


Veedol Motor Oils 
Cadel Diesel Engine Lubricants 


the Company’s brand names. And to control this 
quality from the oil fields to the service stations is 
a fuliy integrated company with 1,118,406 acres of 
developed and prospective oil lands in twelve States 
... crude is producted from its 3,703 wells .. . trans- 
ported through its 2,895 miles of pipelines, by its 17 
sea-going tankers and 23 harbor crafts . . . its prod- 
ucts are made in its four modern, well-equipped 
refineries strategically located in the East, Mid- 
Continent and on the Pacific Coast .. . and deliv- 
ered in its 1,763 tank cars and 1,400 motor vehicles 
... to its bulk plants, service stations, and dealers 
throughout the country. Operations afford employ- 
ment for 10,500 employees and the Company’s 
securities are held by nearly 30,000 stockholders. 
PRODUCTS IN THE EAST 

AND MID-CONTINENT 
Tydol Flying A Gasoline 
Tydol Ethyl Gasoline 
Tydol Heating Oils 
Tycol Industrial Lubricants 


Tide Water Associated Oil Company 


NEW YORK 


SAN FRANCISCO 


TULSA 


profits should reach record levels in Sears, Roebuck 
the current fiscal year. (Also FW, 
Jan. 11.) 


Phillips Petroleum B 


B+ _ the more attractive equities in the 


Under normal market conditions, ™éerchandising group (ann. div., $3). 
shares (now around 76) rank with Belated spring buying was apparently 


responsible for an unexpected spurt 


Upon definite evidence of a return 
to more normal market conditions, EARNINGS 


in Sears’ May business—and another 


REPORTS record breaking four-week sales 


period was recorded. This showing, 


shares may be regarded as one of the 
° EARNED PER SHARE 
more attractive situations in the otl ON COMMON STOCK. 


d Alabama Power ............ 
group; approx. price, 35 (indicated  Hastern Gas & Fuel.............. ia; $s revisions in earnings forecasts for the 


6 Months to Am 30 first 24 weeks. Estimates had been 


vanish 017 D036 made that net would equal some $1.65 


ann, div., $2). 
prices for refined products, particu- Givin ce 


larly gasoline, and increased demand, Tire" 


74 cents a share. (Also FW, Feb. 
22.) 


ferred stock. D—Deficit. 


Reflecting higher Tennessee Electric Power..... 


second quarter earnings will probably — wentworth ‘Mtg. =.22222221. 


be well above those of the preceding Tito Roofing ............... 
three months. In the initial period, Beech Aircraft ............ 

ica- Ameri & Light..... 
per share net was 33 cents. Indica America Power & Light..... 
tions are, however, that profit will Goebel Browing ........... 


remain below that of the like quarter 


: ° White Dental Mfg.......... 
a year ago, when it was equivalent to — white Rock Minerai ‘Springs 


c—Prior preference stock. e—Before depletion. p—Pre- not unreasonabl ay pric ed for long 


together with those of previous 


1939 1938 
Sis 12 Months to April 30 Heriods, will probably force upward 
0.8 


0.33 0.02 e 
aa 2.53 123 per share for the period; in the 24 


ieee 0.10) 0.09 weeks ended July 16, 1938, profit was 
6 Maree equivalent to $1.25 per share. (Also 


3 Months to March 31 FW, May 10.) 
0.24 0.30 


0.13 .81 
0.01 0.01 Socony-Vacuum B 
e 0.04 e 0.13 
D D 0.33 Large common-share capitalization 
‘othe 0.07 0:20 «acts as a market drag, but stock is 


range retention; approx. price, 12 
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The FINANCIAL WORLD 


Vol. 71. No. 23 


MBN 
MANAGEMENT 
MOTORS 


Engineering experience, loyalty and 
expert craftsmanship of Continental’s 
employees guarantee the best possible 


product—yesterday, today and tomorrow. 


The management of Continental Motors 
is always looking forward—adapting its 
37 years of experience toward keeping its 
product and organization ahead of the 
current “Standard.” 


Whether on land, on sea or in the air, 
“Red Seal” motors reflect the advanced 
engineering that gave them birth. From 
Continental’s two great plants, these en- 
gines move in a steady stream toward 
a widely diversified market. Dependable 
... Economical .. . Enduring . . . these 
power units have earned an enviable 
reputation in a host of automotive, in- 
dustrial, agricultural, aircraft and ma- 
rine applications. 


[ontinental Motors [orporation 


A specialized manufacturer for a diversified market 
DETROIT AND MUSKEGON, MICHIGAN 


Dependable power for trucks — tractors — buses — farm 
machinery — airplanes — industrial machinery — lighting 


plants — passenger cars. 


(ann. div., 50 cents). While com- 
pany’s volume is somewhat better 
than in the like period a year ago, 
earnings have failed to record satis- 
factory improvement. As matters 


now stand, a return to the high profit 
levels of 1937 will not be seen until 
prices for finished products are ad- 


justed more in line with crude oil 
and operating costs. Nevertheless, no 
difficulty is looked for in so far as 
dividend coverage is concerned. 
Meanwhile, the company is slated to 
benefit from the refunding program 
which is now being considered. (Also 


FW, Mar. 22.) 


LVames in 
the LVews 


Charles Wetmore Kellogg 


(See Cover) 


AKING a hint from the policies 

followed by the country’s lead- 
ing stock exchanges, the Edison Elec- 
tric Institute 
has announced 
that it will 
hereafter have 
a paid presi- 
dent instead of 
a utility execu- 
tive on a part- 
time, gratui- 
tous basis. The 
individual who 
has been selec- 
ted—and_ with 
wisdom—is 
Charles W. 
Kellogg, chairman of the board of 
Engineers Public Service Company, 
who has served as president of the 
E. E. I. since mid-1934. 

While Mr. Kellogg will continue 
as a director of E. P. S. and certain 
of the company’s subsidiaries, he will 
now devote the bulk of his time and 
energy (and he is particularly un- 
tiring) to acting as the spokesman 
for the Institute and the $13 billion 
public service industry which it rep- 
resents. In choosing one of the out- 
standing utility leaders to head the in- 
dustry’s trade association, the trustees 
of the Institute are believed to be fol- 
lowing a policy which was originally 
laid down at last year’s convention. 

Particularly well fitted is C. W. 
Kellogg to assume the leadership of 
this institute, which should now en- 
joy increasing prestige with a turn 
for the better in the Government’s 
attitude toward the utilities. Not only 
has Mr. Kellogg headed the Institute 
for three terms but he is a utility ex- 
ecutive of 36 years of experience. A 
graduate of Massachusetts Institute 
of Technology in 1903, he joined 
Stone & Webster that same year to 
start his career. From serving in an 
executive capacity for several of the 
S. & W. affiliates, he moved up to 
Engineers Public Service as president 
in 1925. In 1933 he retired as presi- 
dent and became chairman of the 
board, the position he has held since. 


—B.& S. 
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The Next Four Pages Contain 
dkeFINANCIAL WORLD 


INVESTMENT SERVICE 


Published Weekly for Busy Investors Who Desire Specific Advice Quickly 


June 7, 1939 


The Market Outlook 


Business activity holds above year-ago levels; prospects 


moderately encouraging. 


OLLOWING six successive days of advances, 

stock prices at mid-week eased off, increasing 
the ranks of those who believed that a technical 
correction was about due. Since the lows of April 
8, the industrial stock average has advanced near- 
ly 17 points, retracing 45 per cent of the decline 
which began early last November. After such an 
accomplishment it is logical to look for at least a 
period of market rest during which gains are con- 
solidated. But the general situation now in evi- 
dence is not such as to suggest that the upward 
movement has been completed, and that another 
decline carrying prices through the April lows 
is in prospect. 


ONSIDERING the season of the year as 

well as the political obstacles still in its path, 
business is giving a reasonably encouraging per- 
formance. For the latest week a contra-seasonal 
rise occurred in electric power output, placing 
the gain over a year ago at 11.7 per cent. Al- 
though automobile production has been curtailed, 
retail demand continues to hold to levels 45 to 50 
per cent above the same period last year. New 
construction activity shows no sign of early slack- 
ening, and the steel industry’s operating rate was 
again moved up this week. All in all, there ap- 
pears to be accumulating substantial support for 
the opinion that the trade recession has about run 
its course. 


HILE no reflection thereof is yet to be 
found in the action of the stock market, the 
growing threat of inflation is again coming in for 
increased discussion in financial circles. Start- 


ing from rumors that another big spending pro- 


“Inflation” again in the air. 


gram was on the way, to throw the budget much 
further out of balance, this latest inflation-mind- 
edness has been accelerated by the proposal now 
that the Government guarantee loans of a bil- 
lion or so to “small business,” and even the pos- 
sibility that the President will use his authority 
to issue some of the three billion in greenbacks 
has again been brought out. It is impossible to 
predict whether or not inflation psychology will 
grow in the immediate future to proportions 
which would have a positive effect on the stock 
market. But the continuing prospect that new 
“monetary meddling” may be resorted to by the 
New Deal if business does not perform accord- 
ing to its desires, and will undoubtedly be seen 
later on if government finances do not soon return 
to orthodoxy, constitutes a powerful barrier to 
equity liquidation by large investors. 


HE indications are that the next important 

movement by trade and industry will be up- 
ward, although a number of weeks may have to 
elapse before the business indexes begin to re- 
flect sustained gains. In the meantime, the stock 
market may prove unable to register much if any 
improvement from current levels. But there ap- 
pears little reason for disturbing holdings of well 
selected issues which are affording good returns 
and whose earnings should continue to be ade- 
quate for current dividend rates. In the not far 
distant future it should be possible more accurate- 
ly to appraise the prospects for autumn business, 
and at that time can be considered the advisability 
of extending holdings of the more speculative type 
of equities—Written June 1; Richard J. An- 
derson. 
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The Trend Things 


Second-Half Outlook : 


One of the favorable factors to which general 
business can look forward in coming months is 
an increased rate of building activity. Contract 
awards to date have been running materially 
ahead of the levels of a year ago, and these con- 
tracts are now being translated into actual work. 
Another favorable consideration is that, in con- 
sumption goods, the business decline of the past 
five months has ironed out the majority of the 
maladjustments created by the rapid rise in busi- 
ness during thé latter half of 1938. Should con- 
sumption goods activity turn up shortly, at the 
same time that actual building operations are at- 
taining peak levels, the combination could well 
cause a sharp upward trend in general industrial 
activity in the summer months. Of course, much 
still depends upon developments in Europe. But 
barring further untoward events there, the outlook 
is for trade gains in the months ahead. ( Details 
on page 11.) 


Steel: 


Business indexes will shortly be bolstered by 
a considerable improvement in the steel produc- 
tion component. Output for the week beginning 
May 29 is officially scheduled at 52.2 per cent 
of capacity, against 48.5 per cent for the previous 
week and 45.4 per cent (this year’s low) the week 
before. Settlement of the coal strike is partly 
responsible for the upturn, but the principal con- 
tributing factor is believed to be the mills’ desire 
to work off as soon as possible the substantial 
amounts of steel booked several weeks ago at price 
concessions up to $11 a ton. Specifications against 
these orders will probably maintain steel schedules 
around present levels or higher for some time to 
come, but bullish inferences can be drawn from 
this only with two important reservations. In the 
first place, auto makers ordered steel far beyond 
near term needs in order to take advantage of the 
price cuts, and thus a significant amount of cur- 
rent business has been borrowed from next fall. 
Secondly, steel producers will probably lose money 
on these orders due to the extremely low prices 
at which they were placed. 


A Power Shortage ? 


On the face of the figures, a shortage in the 
country’s electric power generating capacity ap- 
pears to exist. In 1937, capacity was up 51 per 
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cent from 1926, while demand in the meantime 
had risen 77 per cent. Some territories are ex- 
periencing demand which closely approaches pro- 
ductive capacity, but for the country as a whole, 
the growth in recent years of interconnections be- 
tween systems with different peak loads has made 
it unnecessary for generating capacity to be in- 
creased in exact conformance with growth in con- 
sumption. Nevertheless, lifting of political clouds 
would find many companies embarking upon ex- 
pansion programs, extending their service to dis- 
tricts not now tapped. And there is a great deal 
of room for replacement of existing facilities with 
newer and ‘more efficient equipment. (Details on 
page 10.) 


Office Equipments: 


Observers are looking for the office equipment 
industry this year to show a gain in sales of 
around 15 per cent from 1938 levels. Profits, 
however, should advance more sharply. In the 
first place, the larger volume itself will improve 
profit margins. Secondly, considerable progress 
was made by the industry last year in reducing 
operating costs. Unsettlement in Europe is an 
adverse influence (about 20 per cent of last year’s 
sales were made abroad), but this is more than 
offset by improved demand elsewhere. While 
none of the office appliance makers’ stocks can be 
regarded as being on the bargain counter, these 
shares usually turn in a better than average per- 
formance in a period of generally rising prices. 


Newsprint : 


One of the Government's most recent anti-trust 
moves is directed against the newsprint industry. 
This is a business which for years has been char- 
acterized by the uniformity of prices quoted by 
virtually all of the major producers. But despite 
this control of prices, the industry usually is unable 
to show reasonable profits from its operations. 
For last year, prices were raised, but publishers 
stocked up heavily beforehand and producers’ earn- 
ings were disappointing. Now, those stocks have 
been worked off, and business currently is being 
done at the $50 a ton price (against the $42.50 
previous price). Thus, the outlook for earnings 
this year is satisfactory. But looking further . 
ahead, the anti-trust investigation places the news- 
print company shares again in a definitely specu- 
lative position in addition to increasing competi- 
tion from new southern mills. 
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Grocery Chains: 


Striking earnings gains of a number of chain 
grocery systems are being accomplished on only 
small increases in sales. Department of Com- 
merce figures show grocery chain store sales up 
but 414 per cent for the first four months of this 
year—although for April alone average daily sales 
rose eight per cent from the level of April, 1938. 
The explanation of the better earnings perform- 
ance is largely, as has previously been pointed out, 
the better control which the companies have been 
able to effect over costs. But if sales continue to 
show the improvement which characterized April, 
further good gains in profits should be in prospect. 


Cigarettes: 


For the first time in six months, tax-paid with- 
drawals of cigarettes in April declined below year- 
ago levels. Despite that dip (2 per cent), the 
first four months are more than 2% per cent ahead 
of the same 1938 period, and it appears unlikely 
that the long term upward trend in consumption 
has yet been halted. Earnings of the cigarette 
companies this year will be affected to some ex- 
tent by higher tobacco costs, but on the basis of 
trends so far this year it appears likely that 
aggregate profits for the leading companies will 
approximate the results reported for 1938. 
Cigarette company shares retain their position as 
attractive income producers, although too much 
shouid not be expected of them in the way of price 
appreciation. 


Oils: 

Several leaders in the petroleum industry have 
recently pointed out the necessity for a wider 
margin between prices for crude and for refined 
products. Quotations for the latter have been 
reduced a number of times in the last several 
years whereas there has been only one cut (last 
October) in the price of crude. Companies pro- 


ducing less than their full requirements of this 
raw material have thus suffered a severe diminu- 
tion in their profit margins. However, it is feared 
that a cut in crude prices would merely be followed 
by further weakness in quotations for gasoline, 
thus making a bad situation worse. On the other 
hand, higher prices for motor fuel would be dif- 
ficult to attain under present competitive condi- 
tions, and might cause a relaxation in the restric- 
tions on crude output. In this connection, the 
Texas proration authorities have just ordered 
wells in that state to be shut down two days a 
week during June. 


Prices: 


Although the wholesale commodity price in- 
dexes have not been acting any too well recently, 
the average spot price of 15 commodities (which 
is more sensitive than the wholesale figures) has 
attained a new high for the past half year. This 
rise has developed during the past month, carry- 
ing the Moody Index from 138.6 on April 24 
to 144.9 on May 24 and 25. (Latest figure, 
144.3.) Of itself, a 4% per cent rise in the spot 
price average is not particularly impressive, but 
the short space of time in which the movement 
has been accomplished warrants more than pass- 
ing attention. 


Summary of the Week’s News 


Positive Factors: 


Carloadings—Attain best Jevel of current year. 

Steel—-Operations expand further in sharpest week- 
ly gain of 1939, 

Retail Sales—Running at high levels. 

Washington—Tax program formulated; President 
and Congressional leaders in agreement on essential 
parts. 


Neutral Factor: 


Excess Reserves—Continue to expand to new 
peaks. 


Negative Factor: 


Automobile Industry—Briggs tie-up drags weekly 
output to new low for year. 
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Comments on Recommended Issues 


Current Recommendations 


HE complete list of Current Recom- 

mendations, which previously appeared 
each week on this page, henceforth will ap- 
pear every other week. Any additions or 
deletions which occur in the meantime will 
be duly outlined, with reasons for the 
changes given. When the tabulation of 
recommendations is omitted, this page will 
be largely devoted to factual reports on pre- 
vious recommendations, such as appear here 
this week, and other analyses and discussions 
of subjects of investment interest. 


American Home Prodicts: 


Company recently announced purchase of 
Harold H. Clapp, Inc., pioneer and one of the 
leaders in the rapidly growing strained and 
chopped baby foods industry. With twenty-nine 
different varieties of foods for children ranging 
in age from four months to six years and with 
average retail price about 8 cents a tin, 90 per 
cent of Clapp’s volume is through grocery chan- 
nels. Its dollar volume of business, with strained 
and chopped foods combined, is larger than that 
of any other baby food manufacturer. Harold H. 
Clapp, Inc., has so far restricted its activities to 
the United States and Canada. Through the 
possible aid of some of the foreign subsidiaries of 
American Home Products, however, it is ex- 
pected that scope of the organization may be en- 
larged to include more world-wide operations. 
(Approx. price, 47; yield, 5.1%.) 


American Snuff: 


This company does not release interim state- 
ments. At the annual meeting last month, how- 
ever, it was revealed that sales and earnings in 
the first four months of 1939 were moderately 
ahead of the like period a year ago. President M. 
J. Condon observed that unemployment among 
cotton workers might have some effect on profits 
this year. He nevertheless expressed the belief 
that present dividend rate was in no danger. For 
1938, company reported net of $1,655,000, equiva- 
lent to $3.32 per share. Present dividend basis 
is $3 per annum (payable quarterly) plus 25 
cents extra, a rate that has been in effect since 
1931. (Approx. price, 65; yield, 5%.) 


(18) 


Electric Auto-Lite : 


Based on shipments to date together with esti- 
mated volume over the next few weeks, indica- 
tions are that company will report new income of 
around $1 to $1.15 per share for the June quarter. 
In the like period a year ago, operations resulted 
in a deficit of 13 cents per share. For the first 
three months this year, per share net was $1.35; 
thus, if expectations are realized, company should 
show between $2.35 and $2.50 per share in the 
first half. Electric Auto-Lite’s principal customer 
is Chrysler and business has been benefited by 
the fact that latter’s sales have recorded the largest 
percentage gains of any major automobile manu- 
facturer. Additional customers and new products 
are also proving factors in the favorable trend. 
(Approx. price, 29.) 


Motor Wheel: 


For three months to March 31, earnings of this 
company approximated $420,000, equivalent to 
49 cents a share. In the corresponding period a 
year ago, there was a deficit of around $69,000, 
or 8 cents per share. As of March 31, company 
recorded a year-to-year increase in cash and U. S. 
Treasury bills, thus boosting current assets to $6.6 
million, compared with $5.8 million a vear earlier. 
Current liabilities were $950,300, contrasted with 
$1.4 million and working capital ratio improved to 
6.9-to-1, from 4.1-to-1 a year earlier. Motor 
Wheel is a supplier of Chrysler, where operations 
have been sharply curtailed as a result of the 
Briggs Manufacturing Company strike. This has 
had the effect of restricting Motor Wheel’s plant 
activity over the past ten days. (Approx. recent 
price, 14.) 


United Shoe Machinery: 


For the fiscal year ended February 28, 1939, 
company reported a net income approximating 
$9.5 million, equivalent to $3.95 per share. This 
compares with $10.1 million, or $4.24 per share, 
shown in the preceding fiscal year. In addition, 
company received net gains of $940,100 from 
liquidation of certain associated companies. As in 
the previous year, income from this source was 
not reflected in earnings, being credited entirely 
to surplus. As of the fiscal year-end, inventories 
were practically unchanged from the year preced- 
ing. Cash and marketable securities, however, 
gained around $242,000 to approximately $18.1 
million. At 7.2-to-1, working capital ratio was 
practically unchanged. (Approx. price, 82; cur- 
rent yield, 5%.) 
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Marketwise and Otherwise 


N Wednesday of last week, the stock market com- 

pleted its sixth day of consecutive advance. In 
that respect it duplicated the experience of last June, 
when the big rally began. But there is this difference: 
A year ago, volume supporting the unbroken string of 
rising equity values never fell below a million shares 
daily and reached a peak of around 3.4 million shares 
during the six-day period. In the present instance, on 
the other hand, the heaviest trading day has been slightly 
in excess of a million—thus suggesting that chief market 
forces behind the upturn have represented professional 
and short covering operations. 


FTER having shown a sagging tendency for weeks, 

business indexes have taken a definite turn for the 
better. Aside from resumption of bituminous coal ship- 
ments, which sent carloadings to the highest total so far 
this year, increasing steel activity has effected the re- 
versal. Further recovery in steel operations is manifestly 
dependent upon improved takings by larger consumers 
_ such as the automobile, railroad and building industries. 


ITH Chrysler production schedules bearing the 

brunt, estimates are that some 70,000 workers 
have been affected by the strike at Briggs’ Detroit plants. 
Principal repercussion of the tie-up has been a slide in 
weekly automobile output to a new low for 1939. Seri- 
ous as this may appear on the surface, however, there 
are redeeming features. In the first place, the strike has 
come at a time when a normal scaling down of produc- 
tion is experienced. Secondly, dealers are well stocked 
and sales can be filled without difficulty. 


RUE to form, excitement in the wheat market last 

month testified to the importance of May as a specu- 
lative influence. June is also a critical month for wheat 
and if excessively high temperatures continue, the chances 
are that quotations will bounce higher. The 1939 wheat 
harvest began last week. Latest estimates are that total 
domestic production will approximate 700 million 
bushels. On the basis of current prices, indicated market 
value of the harvest is about $500 million, or about 16 
per cent less than last season. 


F EXPECTATIONS are realized, underwriting 
houses should be seeing a little daylight over the next 
month or two. It is true that issues already in registry 
with the SEC are few in number and relatively small in 
total amount. But present indications are that financing 
headed for registry over the next few weeks (including 
municipal and railroad issues which do not have to be 
registered) will top the $500 million mark. This has 
inspired some dealers to believe that activity in the new 
issue market will be maintained throughout the summer. 


ROM Washington comes the word that the Adminis- 

tration is working on a program to increase imports, 
particularly from Latin American countries. In opera- 
tion, the general effect of such a plan should be salutary. 
Time and again, businessmen from below the Rio Grande 
have expressed their desire to buy more from the United 
States. But in order to do that, they will tell you, it is 
imperative that this country buy more of their products. 
Eminently logical. Too often, people forget that foreign 
trade is a two-way proposition—Written, May 31. 


THE MOST ACTIVE STOCKS—WEEK ENDED MAY 29, 1939 
Shares Price Net Shares Net 

Stock: Traded Open Last Change Stock: Traded Open Last Change 
146,400 38% New York Central........... 36,400 14 15% +1% 
Chrysler Corporation ....... 71,700 66% 71% + Anaconda Copper ........... 30,100 23% 25% +1% 
66,400 45% 50% +5 Martin (Glenn L.)........... 28,100 35% 
General Motors ............. 65,000 435% 45% +1% National Dairy Products .... 28,000 15 16% +1% 
Yellow Truck & Coach...... 59,200 14 16% +2% Callahan Zinc-Lead ......... 27,500 1 Se ake 
General Electric ............ 54,800 34% 36% +2Y% Bendix Aviation ............ ,900 22% 24% +1% 
Montgomery Ward ......... 45,500 47% 51% +4 Goodyear Tire & Rubber...~ 26,500 26% 28% +2% 
Greyhound Corporation ..... 43,100 1834 19% +14 Continental-Diamond Fibre.. 25,500 5% 7% +2% 
Bethlehem Steel ............ 41,800 53% 593% +5Y% Brooklyn Union Gas......... -25,200 22 23% +134 
Youngstown Sheet & Tube.. 38,600 33 383% +5% Consolidated Edison, N. Y... 24,300 303%, 32 +1% 
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PACIFIC GAS AND ELECTRIC COMPANY 


SAN FRANCISCO, CALIFORNIA 


The properties of the Company and its subsidiaries constitute an interconnected system, located 
entirely within the State of California and operated by a single management. For the past twenty-seven 


years operations have been subject to regulation by the California State Railroad Commission. 


The Company operates electric generating plants having an installed capacity of 1,676,902 horse- 


power and is one of the largest producers and distributors of electricity in the United States. It also 


ranks among the major distributors of natural gas in the country. On March 31, 1939, electric cus- 


1€ 
tomers numbered 868,971, gas customers 615,334 and water and steam customers 11,990. Wn 
In the year ended March 31, 1939, 70.1% of operating revenues were derived from sales of electric ce 
energy, 28.6% from sales of gas, and 1.3% from minor activities. The well diversified character of the of 
Company’s business tends to stabilize earnings and also to permit of economical operation. " 
uy 
le 
SUMMARY OF CONSOLIDATED INCOME AND DIVIDENDS ON CAPITAL STOCKS re 
12 Months to 12 Months to be 
Gross Revenue, including Miscellaneous Income — - - - - - - $102,542,587 $101,086, 100 tu 
Operating Expenses, Taxes (except Federal income taxes) and Provision for 3 
Depreciation, Insurance, Casualties, Uncollectible Accounts and Pensions - 62,083,756 60,491,040 G: 
Gross Income - - $ 40,458,831 $ 40,595,060 
Bond and Other Interest, Discount and Other Income Deductions — - - - 12,238,232 12,217,497 2 
Net Income before Provision for Federal Income Tax - - - $ 28,220,599 $ 28,377,563 bn 
Provision for Federal Income Tax - - - - - - - - - 4,464,396 3,620,809 su 
Net Income to Surplus - - - . . - . - - $ 23,756,203 $ 24,756,754 Sc 
Dividends of Subsidiaries on Capital Stocks held by Public, etc. - - - - 142,654 247,149 an 
Remainder—Applicable to Pacific Gas and Electric Company - - $ 23,613,549 $ 24,509,605 lus 
Dividends on Preferred Stock - - - - 7,758,827 7,708,491 rel 
sui 
Remainder—Applicable to Common Stock - - - - - $ 15,854,722 $ 16,801,114 on 
Number of Full Shares of Common Stock outstanding at end of period — - - 6,261,270 6,261,270 lor 
Earned per Share of Common Stock - - - - - - - - - $2.53 $2.68 the 
pla 
RECORD OF RECENT GROWTH sul 
Gross Sales of Sales of ay 
Year Ended Operating Electricity Gas Number of Cay 
Dec. 31 Revenue K.W.H. Cubic Feet Stockholders 
S 
1931 - - + - - §$ 87,630,661 3,351,310,000 29,431,022,000 84,705 . 
1932 - - 85,058,617 2,932,003,000 34,594,302,000 95,483 : 
1933 - - - - - 84,596,084 2,940,605,000 39,802,857,000 96,824 the 
1934 - + + - - 87,555,480 3,269,116,000 41,074,683,000 96,225 hel 
92,084,934 3,303,312,000 48,686,774,000 92,670 19. 
1936 - - - 95,333,336 3,696,378,000 53,439,510,000 90,263 ope 
1937 - - - - - 100,443,116 3,935,803,000 59,531,331,000 92,704 a 
1938 - - - - 101,424,595 3,906,866 ,000 62,477,013,000 95,985 
con 
BOARD OF DIRECTORS emy 
James B. Brack, San Francisco James F. Focarty, New York Joun D. McKee, San Francisco dec 
ALLEN L. CuickeErRING, San Francisco D. H. Foore, San Francisco C. O. G. MiLier, San Francisco §7 
Joun P. Cocuian, San Francisco Hersert C. Freeman, New York Henry D. Nicno vs, San Francisco pro} 
W. W. Crocker, San Francisco Norman B. Livermore, San Francisco Siras H. Patmer, San Francisco fo 
P. M. Downina, San Francisco Cuas. K. McInrosn, San Francisco A. Emory Wisnon, San Francisco “a 
2 e 
Copies of Annual Report may be obtained on application to D, H. Foote, Vice-President and Secretary-Treasurer, and 


245 Market Street, San Francisco, California 
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Utility 
Financing 


URING the past four years 

many utility operating compan- 
ies have availed themselves of “easy 
money” conditions to refinance high- 
cost obligations with interest savings 
of 30 per cent and more. And as the 
money market has continued to pile 
up unused credit, interest rates have 
declined to still lower levels. As a 
result many of the new refunding 
bonds issued in 1935 and 1936 at 
334, 4 and 4% per cent, have in 
turn been refunded subsequently at 
3 and 3% per cent. Consolidated 
Gas of Baltimore has been one of the 
most consistent “refunders” whenever 
the market opportunities were right, 
both as regards its bonds and pre- 
ferred stocks. Consumers Power (a 
subsidiary of Commonwealth & 
Southern) has also been very active, 
and this company affords a good il- 
lustration of the importance of these 
refunding operations. In 1938 Con- 
sumers had $32.5 million (20 per 
cent) more “borrowed” capital in 
long term bonds and preferred stocks 
than in 1933, and both the size of the 
plant and the volume of revenues were 
substantially larger, yet interest and 
dividend requirements on the present 
capital are $766,000 less than in 1933. 


SEC. Attitude? 


Since the registration provisions of 
the Holding Company Act were up- 
held by the Supreme Court in March, 
1938, the nature of utility financial 
operations since that time throws light 
upon the attitude of the SEC in ad- 
ministering the Act, particularly in 
so far as its discretionary powers are 
concerned. The Commission has ex- 
empted many units from making the 
declaration generally required under 
§7 of the Act, particularly when the 
proposed financial operations were 
for renewals, or solely for financing 
the utility business of the subsidiary, 
and had been approved by the ap- 
propriate state body. But the SEC in 
permitting such exemptions has ap- 
parently “bargained” to obtain cer- 


Building mast is possible becouse 


Research Makes RCA 
the Symbol of the Radio Age 


Every schoolboy has heard of the 
Stone Age, the Iron Age, the Age 
of Steam. It is not unlikely that the 
schoolboy of the future will hear 
his history teacher refer to the twen- 
tieth century as ‘“The Radio Age.” 

Marconi’s first transatlantic mes- 
sage in 1901... the creation of the 
Radio Corporation of America in 
1919...the formation of the 
National Broadcasting Company in 
1926...the public introduction of 
television by RCA in 1939... these 


are just a few significant milestones 
which identify the age we live in 
with the swift progress of radio. 

All the public services of radio... 
in communications, in broad- 
casting, in the creation of in- 


struments for sending and receiv- 
ing sound and sight through the 
air... have grown out of the re- 
onli work carried on year after 
year by radio scientists. Radio with- 
out research would be like a well 
without a spring. Each year brings 
to radio new services, new devices, 
new improvements that have origi- 
nated in the RCA Laboratories... 
the world’s largest organization de- 
voted to every phase of radio re- 
search. That is one reason why the 
three letters... RC A...are often 
called ‘“The Symbol of the Radio 
Age’’... See exhibit of all RCA 
services—including Television—in 


RCA Building at New York 


RCA World’s Fair. 


Radio of America. 


Radio City, N.Y. 
RADIOMARINE CORP, OF AMERICA, CA LABORATORIES 


NATIONAL BROADCASTING co. 


RCA MANUFACTURING CO., INC. R.C. A. INC. 
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THE 


ANACONDA COPPER MINING COMPANY 


25 Broadway 


# 


about 6,500 years to ancient Egyptians and Chaldeans 
just emerging from the Stone Age. Through the cen- 
turies, man found many uses for the red metal but the 
great destiny of copper was not fulfilled until the com- 
ing of the electrical age. 


No other force has so changed our lives and fostered 
high American standards of living as our inexpensive and 
ample supply of electricity. And this is so only because 
an abundance of copper:was made available through 
American enterprise and initiative, 


By a remarkable coincidence, the great Butte mines 
of Anaconda started production but shortly before the 
first central station went into operation in New York 
in 1882. In the ensuing years, these Anaconda mines 
produced billions of pounds of copper for the electrical 
industry, created direct employment for tens of thousands, 
and made vast contributions to our national wealth. 


A Basic Industry 


“Copper” is one of those basic industries through whose 
development America has prospered greatly. Farflung as 
is the copper industry today, much is yet to come. 
Through research and constantly improving methods, 
“the red metal” will contribute in still larger degree to 
an ever-higher standard of living. 


New York 


tain changes, particularly in respect to 


position, and the “medium grade” 


increasing charges for maintenance 
and depreciation, or restricting com- 
mon dividend payments. 

Most of the new issues have been 
designed to improve the credit rating 
of the issuing company. Thus, in the 
’ case of Central Illinois Public Service, 
whose $48 million old mortgage 
bonds had a distinctly medium grade 
rating, the refinancing consisted of 
$38 million mortgage bonds and $10 
million serial debentures; the new 
niortgage bonds thus have a superior 


confined only to the smaller portion 
of debt, which will be paid off an- 
nually. Thus, most issuing compan- 
ies have reduced rather than in- 
creased the ratio of debt, but in some 
instances debt has been expanded to 
a larger ratio with the SEC’s ap- 
proval, as in the case of Gulf States 
Utilities, Iowa Public Service and 
West Penn Power. Incidentally, 
Gulf States is now considering re- 
deeming bonds that were issued only 
a year ago. 


Few companies have engaged in 
preferred stock financing and such 
actual cases have been for substitu- 
tion, and the old stockholders were in 
practically all cases offered the oppor- 
tunity to accept the new stock in ex- 
change. Witness Consumers Power, 
Pacific Lighting, Union Electric 
Light of Missouri, and North Ameri- 
can. The North American refinancing 
was distinctly encouraging as it repre- 
sented the first important applica- 
tion of the Act to an non-integrated 
holding company. In this deal North 
American retired its own bonds and 
the debt and preferred stocks of 
North American Edison (an inter- 
vening subsidiary holding company) 
with new issues of debentures and 
preferred stock, and effected a large 
cost saving by the transaction. The 
dissolution of North American Edi- 
son worked a further large saving in 
penalty taxes and administration 
costs. 


Interpretations 


The Act had previously been gen- 
erally interpreted by many as limiting 
holding company financing to first 
lien or first mortgage bonds and to 
common stock; and debentures and 
preferred stocks were believed not to 
be within the Commission’s discre- 
tionary powers. And in another hold- 
ing company case, Community Power 
& Light, which had heavy dividend 
arrears on its preferred stock, whose 
properties are scattered, and which 
also controls another holding com- 
pany (General Public Utilities), the 
SEC approved an application to bor- 
row $1.3 million from the RFC for 
expansion, as well as various inter- 
company transactions. 

In the Northern States Power 
cases, a number of interesting ques- 
tions arose. The Wisconsin Commis- 
sion ordered the Wisconsin subsidiary 
to cease paying interest and principal 
on an unfunded debt alleged to be due 
the Delaware company. The latter 
also owed an “upstream debt” to the 
Minnesota affiliate. As finally worked 
out, the inter-company debt of the 
Wisconsin unit was so largely cai- 
celled or exchanged into common 
stock that the unit was then able to 
enter the money market and refund 
its high coupon bonds with very sub- 
stantial savings. And the Delaware 
company turned over its interest in 
the Wisconsin unit to the Minnesota 
company in partial satisfaction of its 
debt. As a final adjustment, the SEC 
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required Standard Gas & Electric, the 
top holding company, to deposit its 
Northern States of Delaware Class B 
common stock in trust under a provi- 
sion that such Class B stock would 
lose its asset and voting rights, but 
retain dividend rights provided such 
dividend rights materialized by Jan- 
uary 1, 1944. Thus, the holding com- 
pany management is required to make 
the best showing possible over a five- 
year period in order to retain its in- 
vestment in the Northern States sys- 
tem. 


No important cases involving divi- 
dend arrears have come before the 
SEC since the registration provisions 
of the Act went into effect. In 1937 
the Illinois Power & Light changed 
its name to Illinois-lowa Power; its 
old $6 preferred stock (with $24 divi- 
dend arrears per share) was ex- 
changed for new 5 per cent conver- 
tible preferred of $50 par, common 
stock and dividend arrears certificates 
for $24, which certificates have to be 
paid off before common dividends can 
be paid; and the old common stock 
was exchanged for new common and 
purchase warrants. The plan greatly 
reduced preferred dividend charges 
and should help in carrying out plans 
for advantageous bond refinancing. 


Preferred Arrears? 


Some of the holding companies with 
dividends only moderately in arrears 
may find themselves able eventually 
to pay off such arrears in cash. In 
this category fall Northern States 
Power, Illinois-lowa Power, North 
American Light & Power, New Eng- 
land Power Association, International 
Hydro-Electric as regards the $3.50 
preferred, Cities Service Power & 
Light, and probably even Common- 
wealth & Southern, even though the 
latter is over $18 million in arrears. 
But in other cases the arrears are so 
large that some form of recapitaliza- 
tion, in which the common stockhold- 
ers retain some interest, may prove 
necessary—modelled perhaps along 
the lines of the Illinois-Iowa plan. In 
this second category fall American 
Power & Light, Cities Service Com- 
pany, Empire Gas & Fuel, Electric 
Power & Light, United Gas Corp., 
Standard Gas & Electric, and United 
Light & Power. The arrears for 
American & Foreign Power ($190 
million) and for Associated Gas & 
Electric are so extensive that especial- 
ly drastic treatment may be neces- 


sary. 


You be amazed at the modern, 
up-to-date appearance of offices that are 
remodeled and redecorated with Celotex 
Interior Finish Products. And the most 
pleasant surprise of all will come when 
you learn the Jow cost for which the work 
can be done! 

Tearing-down or tearing-out existing 
finish is not necessary. Celotex Interior 
Finish Plank, Tile and Building Board 
can be applied right over present walls. And 
the effects are remarkable! 


Building operators, owners and trustees 
everywhere are now using Celotex In- 
terior Finish Products to make offices at- 
tractively modern and to provide efficient 
insulation qualities that make rooms easier 


INTERIOR FINISH PRODUCTS 


to heat in winter and easier to keep cool 
in summer. And they’re “‘writing off” the 
low cost through steadier, better rentals. 

Your Celotex dealer will be glad to 
make a free estimate on the cost of re- 
modeling the interior of any building in 
which you are interested—show you how 
the job can be done beautifully and at a 
saving with Celotex Interior Finish Products. 
Call him now. Or write direct to The 
Celotex Corporation, Chicago. 


CELOTEX 


REG. U. S. PAT. OFF. 


INTERIOR FINISH 
PRODUCTS 


The word Celoter ts a brand name identifying a group of products marketed by The Celotex Corporation 


UNCRUSHED GIANT 


Continued from page 4 


not only to provide for several years 
of obsolescence but for the growing 
demand for power. It treats these in- 
vestois as if they were culpable of the 
sins of the long past and forgotten 
speculation, though they have been as 
innocent as the public itself. 


But the truth is quickly overtaking 
the deceitful attitude of the New 
Deal toward the utilities. Within the 
past few months there has been a 
great stirring in public opinion, and 
it is away from the New Deal. The 
public is beginning to see the cant 
and hypocrisy with which it has been 
fed. Unmistakable signs of this 
revolutionary change are to be noted 
in many places. In San Francisco, 
in the Tennessee Valley, in Nebraska, 
providing evidence that whenever the 
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VER since the Columbian 

Exposition at Chicago in 
1893, electricity has been one 
ofthe mostimportantelements 
in building of World’s Fairs. 
The New York World’s Fair 
is an outstanding example. At 
night it’s a fairyland of color. 
Electricity is used everywhere, 
fromthe lighting ofthe Marine 
Gardens to the top of the 700- 
foot Trylon. 
The World’s Fair is dramatic 
evidence that electricity is a 
vital force in present day liv- 


NIAGARA 


HUDSON 


When you visit the New York World’s Fair be sure to see the Electric Utilities 
Exhibits... “Forward March of America” and the “Electrified Farm’... 
and the Gas Industries Exhibit... ‘*The Court of Flame.” 


ing. To New York State low- 
cost electricity has helped at- 
tract 291 of the 340 different 
kinds of United States in- 
dustry. Add cheap electricity 
to the other New York State 


advantages . . . skilled labor, 
nearby markets, unexcelled 
transportation . . . and you 
have an ideal plant location. 
If you want to know more 
about this State as a possible 
plant site, write Niagara Hud- 
son Power Corporation, 15 
Broad Street, New York City. 


question of utilities arises, the voice 
of public opinion is running strongly 
in a direction calling for a Square 
Deal. 

This sequence of events points to 
justice finally overtaking and over- 
powering injustice. It has been a 


long and tedious road for the indus- 
try and were it not for the potent 
strength of this giant it would long 
ago have been crushed under the at- 
tacks of its political tormentors. The 


tower of its power all along has been 
its efficient service and its vital hu- 
man necessity. 

To this truth the people are 
awakening. They are beginning to re- 
alize that without a free, though 
regulated utility industry, substantial 
prosperity is impossible. What they 
want and what they will increasingly 
insist upon is that the New Deal 
takes its brakes off of the utilities. 

And this is coming to pass. 


TVA BOUNDARIES? 


Continued from page 7 


needed to cover the TVA’s share of 
the purchase price of the Tennessee 
properties (a large part will be 
financed by municipalities). The 
limit of $100 million was evidently 
fixed in order to facilitate negotia- 
tions for purchase ot part of the prop- 
erties of Alabama Power and Mis- 
sissipp1 Power and possibly other 
utilities. Construction of other TVA 
dams in the Tennessee Valley, notably 
at Gilbertsville, Ky., would further 
increase the potentialities of the TVA 
for competition with or replacement 
of privately owned facilities. 


Definite Boundaries ? 


Consequently, efforts which are be- 
ing made in the House of Representa- 
tives, in connection with the Norris 
bill carrying the $100 million au- 
thorization, to reduce the bond issue 
limit and place definite boundaries 
around the territory in which the 
TVA may invade the field of private 
utility operation may be of more than 
passing significance. Even if this at- 
tempt fails, as seems rather probable, 
it may mark the beginning of a trend 
in Congress which will prove to be 
of the utmost importance to utility 
investors. Numerous other Federal 
and State power projects (Bonne- 
ville, Lower Colorado River, Santee- 
Cooper, etc.) are under way, the ulti- 
mate effect of which upon private 
utility investments is yet to be deter- 
mined. However, if there should ap- 
pear definite evidence of an end to 
new projects of this type, duplicating 
privately owned sources of electric 
power, it might well provide the 
signal for a bull market in utilities. 

For such evidence, we must watch 
developments in municipal and county 
governments (see article on Nebraska 
utilities in this issue) and in Con- 
gress. The attitude of the executive 
department and the administrative 
agencies of the Federal Government 
offers little ground for hope that plans 
for expansion of the TVA or similar 
“authorities” in states other than 
Tennessee will be abandoned. 

The chief power engineer of the 
TVA stated before a Congressional 
committee that he believed that geo- 
graphical restriction of the TVA 
would be “unsound public policy.” 
More recently, President Roosevelt 
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renewed the agitation for one of his 
pet projects—the proposed St. Law- 
rence waterway and power develop- 
ment—approving the recommenda- 
tion of the New York Power Au- 
thority for exploitation of Niagara 
and St. Lawrence River power. Al- 
though it was advanced as “a new 
line of approach to the problem of 
finding a workable basis for coordina- 
tion of government power enterprises 
with private power systems, with full 
protection for the interests of both 
consumers and investors,” the text of 
both the President’s statement and 
the Power Authority's report indi- 
cates that the results of adoption of 
this project would include encourage- 
ment of subsidized competition by 
municipalities with privately owned 
companies and that the development 
would parallel in many ways the his- 
tory of the TVA. 

In the above case, however, little 
can apparently be done in the absence 
of a treaty with Canada, and the 
neighboring Dominion continues to 
show the marked lack of enthusiasm 
for the project which has forestalled 
the repeated efforts of the American 
public power advocates, over a period 
of many years, to obtain an interna- 
tional agreement. 


SECOND-HALF OF 1939? 


Concluded from page 11 


August as the next critical date on the 
grounds that German man power can- 
not be called from the crops until 
then. Danzig and the Polish Cor- 
ridor remain open problems, and Hit- 
ler so far has not displayed any of 
the tendencies of a man who re- 
linquishes his objectives. 


Perhaps the investor’s best course 
is to hedge moderately, by way of 
some liquidity, against war and the 
initial readjustment that would ac- 
company it. Under this procedure he 
could then operate with the balance of 
his fund on the premise that war was 
ruled out. In such event, the domes- 
tic background becomes the dominant 
factor in the business and speculative 
equation. This background, as previ- 
ously discussed, while not precluding 
a continuation, over the four or six 
weeks ahead, of the interval of busi- 
ness and market irregularity or read- 
justment that commenced early this 
year, holds promise of improvement 
for the summer and autumn months. 


e 
(ll { MISS e e e the collateral displays in the same 


Consolidated Edison building at the World's Fair. 


* They show you how we handle problems which every 
public utility faces. 


* TAXES ... RISING COSTS OF SUPPLIES AND LABOR... 
EMPLOYEE RELATIONS ... RATE REDUCTIONS .. . RE- 
SPONSIBILITY TO INVESTORS ... 


® These and other animated, lighted murals constitute a 
“Report to Customers” which will interest all utility men. 


® Admission is free. 


“THE CITY OF LIGHT” is on the Plaza of Light, near the Fair's Theme Center. 


THE SYSTEM COMPANIES OF 


CONSOLIDATED EDISON 


NEW YORK & QUEENS ELECTRIC LIGHT & POWER COMPANY 
BROOKLYN EDISON COMPANY, INC. © WESTCHESTER LIGHTING COMPANY 
THE YONKERS ELECTRIC LIGHT & POWER COMPANY # NEW YORK STEAM CORPORATION 


’ WITH THE THEORY OF COMMON 
WHAT S$ WRO N G STOCKS AS LONG TERM INVESTMENTS? 
Lawrence Chamberlain, author of the famous book “The Principles of Bond Invest- 
ment,” collaborated with William W. Hay in writing perhaps the strongest answer 
ever made to Edgar Lawrence Smith’s epoch-making book “Common Stocks as 
Long Term Investments.” Mr. Smith’s book was published in 1924. The Chamber- 
lain & Hay reply, published in 1931, is called 


"INVESTMENT and SPECULATION" 


Here are 322 pages of keenly analytical discussion covering impottant phases of investment and 
speculation overlooked by the average student of the market. How will investments be affected 
(1) by slowing down and eventual “stalling” of our population growth? (2) by reducing varia- 
bility in general price level of commodities? (3) by much-needed stabilizzation in money? 
What are the characteristics of British Investment Trusts? Why did so many American 
Investment Trusts fail the investors? 


Only 180 copies available . . . Price, $3.00 
FINANCIAL WORLD BOOK SHOP, 21 WEST STREET, NEW YORK, N. Y. 
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What 12 STOCKS 
Do Experts Favor 


at CURRENT LEVELS? 


A specCIAL UNITED OPIN- 
ION report, just prepared, 
lists the 12 issues most recom- 
mended by leading _ financial 
authorities at current levels. This 
list is obtainable from no other 
source. 


Experience has shown that 
stocks recommended by three 
or more financial experts 
almost always have better 
than average appreciation. 
You may have an introductory 
copy of this valuable 12-stock 


report without obligation. 
Send for Bulletin FW-35 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. We Boston, Mass. 


Financing 
Mergers 
Rehabilitations 


Inquiries solicited from 


responsible sources 


H. D. WILLIAMS 
120 Broadway, N. Y. City 


WHAT NOW? 


Our current bulletin will again be 
of especial interest to investors who 
want to be prepared .for the nest 
buying opportunity. Bulletin A67 
sent FREE on request. 


WESTEL MARKET BUREAU, Inc. 
Empire State Building, N. Y. City 


New-Business 


NOTE that the N. Y. World’s 

Fair is credited with bringing 
out a record attendance to the Edison 
Electric Institute convention in New 
York City this week—last year in- 
terest was concentrated on TVA, but 
this year attention may be diverted 
by NTG. ... The Fair, incidentally, 
is now averaging 100,000 Swift frank- 
furters per day through Child’s stands 
on the grounds—it is expected this 
figure will be more than doubled dur- 
ing the summer. . . . There seems to 
be no end to the new applications for 
glass—Pittsburgh Plate Glass will 
soon offer roof shingles of “tempered 
glass” while General Motors will in- 
troduce a brake lining made of glass 
fabric. . . . Radio Corporation of 
America has developed a phonograph 
that will play records backwards— 
while speech sounds like Chinese, the 
method may serve in sending code 
messages. . . . 


HE success of Consolidated Edi- 

son of N. Y. in rounding up 

old ice boxes in trade for new electric 
refrigerators may soon be applied to 
other types of household equipment— 
any old stove would be taken in for 
new type ranges. . The rapid 
spread of city and state cigarette taxes 
is helping American Bank Note—this 
company is well equipped to supply 


1341 Cedar Street, New York 
BOSTON PHILADELPHIA 


Yinanctal Miverlising 
IN ALL ITS BRANCHES 


ALBERT FRANK - GUENTHER LAW 


INCORPORATED 


ADVERTISING 


ALBERT FRANK-GUENTHER LAW, LTD., LONDON 


Telephone COrtlandt 7-5060 
CHICAGO SAN FRANCISCO 


“By C1. Weston Smith, 


the decalcomania and other stamps 
which are affixed to the cellophane 
wrappers. .°. . The long heralded 
spring of Young Spring & Wire, de- 
veloped to compete with sponge rub- 
ber (FW, June 8, ’38), will be avail- 
able for 1940 automobile models— 
called “Layflex,” these cushions are 
said to have many features superior 
to rubber seats. .. . Loose-Wiles will 
be the first company to use a trans- 
parent-window carton for packing 
dog food—its new “Dog Brek-fest” 
package was designed by Robert 
Gair. . . . Union Carbide has the 
formula for a new tear gas which is 
said to be non-explosive but highly 
disabling without being harmful—it 
can be discharged from bombs or 
sprays and will generate profuse tears. 
.. . Farnsworth Television has plans 
for the mass production of a standard- 
ized television receiver at low prices 
for October—with reception on 441 
lines and pictures running at 33 
frames per second, the reproduction is 
said to have less flicker than current 
movies. . . . Musical auto horns are 
coming back but the next can be 
used to play several melodies— 
—Sparks-Withington will introduce 
two new “Spartons” and Goodrich 
four new “Clearways,” including the 
“Multitone” which has five distinct 
notes. ... 


L ATEST application of Scovill 
Manufacturing’s “Dot”  fast- 
ener is for the new “Lock-A-Towel,” 
featured by the Madison Company— 
at last a bath towel that will not slip 
even if the wearer does. . . . General 
Foods shares in the royal visit 
through the command performance of 
Kate Smith before the King and 
Queen of England at the White 
House—Miss Smith is the star on the 
GF “Swansdown - Calumet” radio 
program. ... Chicago Flexible Shaft 


will soon offer an improvement in its 
“Sunbeam Shavemaster”’ electric ra- 
zor—a new comb and cutter are 
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reputed to render a shave as close as 
a straight edge razor. . . . duPont 
has perfected a cellophane wrapper 
for bread that prevents and destroys 
mold growth—bakery products so 
wrapped will keep fresh and unspoiled 
for long periods of time. . . . Chrysler 
will soon open a division for the man- 
ufacture of gun carriages, recoil 
mechanisms and other armaments— 
along the same line Yellow Truck will 
soon start making army trucks... . 
Polin Laboratory reveals that it has 
invented and developed a new plas- 
tic material made from coffee beans 
—the plastic can be utilized for radio 
cabinets, wallboard, flooring and roof- 
ing. ... The “Bawl Street Journal” 
annual burlesque of the Wall Street 
Journal, made its bow at the New 
York Bond Club outing last week— 
Editor John Straley offered the fol- 
lowing headlines for the amazement 
of the financial district : 


“Bond Bootlegging Now Thriving” 
“Exchange Members Rush to Jazz Up Ads” 
“SEC Installs Inspection Line to Delouse 
Registrations” 

“Buttonwood Tree to Replace Stock Exchange” 
“Public Offers New Names for Customers’ Men’’ 
“I.B.A. to Sell Human Side of Wall Street” 


ELECTRIC EXPANSION? 


Concluded from page 1090 


2.7 billion kilowatt hours a week, a 
figure some fifteen per cent larger 
than the peak demand witnessed thus 
far. It appears unlikely that the in- 
dustry as a whole will be forced to 
expand its capacity at more than a 
normal rate over the next few years. 
However, with the capital markets 
more readily available to the utilities 
and the political outlook more promis- 
ing, it is probable that a substantial 
amount of replacement work will be 
undertaken in order to render exist- 
ing facilities more efficient. 

Such a program would be of dis- 
tinct benefit to the electrical equip- 
ment makers. The heavy items pur- 
chased by the utility industry are the 
cream of this business, and the severe 
decline in demand for such facilities 
during the years when the utilities 
were unsure of continued profits or 
even of continued existence forced 
companies such as General Electric 
and Westinghouse to depend much 
more heavily on household appliances 
and other articles on which profit 
margins were relatively small. While 
it is unlikely that utility buying will 
shortly approach boom proportions, 
definite improvement is in prospect. 


POWER FOR THE FARM 
lectrically 


will see the model electrified 
farm erected by the electric 
utilities. This exhibit typifies the work that has been done by the electrical 


industry to bring electricity to the farms. 


To visit all the 140,250 rural customers served by the affiliated com- 
panies in the American Gas and Electric system would make it necessary 
to traverse the 15,659 miles of distribution lines that we have constructed. 
For many years the line crews of the affiliated companies have been 
busily engaged in extending service to these rural customers. Rural folks 
receive a service equal to that enjoyed by city dwellers. The rates are 
the same as those paid by customers in the largest communities. The 
only difference is that the farmer agrees to take a minimum amount of 
electricity. Our city customers will commend this policy of low rates 
for farmers, realizing that an efficient, prosperous countryside is the 
surest guarantee of busy industry and prosperity in the cities. 


AMERICAN GAS AND ELECTRIC SERVICE CORPORATION 
PRINCIPAL AFFILIATES 


Appalachian Electric Power Company Kingsport Utilities, Incorporated 


Atlantic City Electric Company The Ohio Power Company 
Indiana & Michigan Electric Company The Scranton Electric Company 
Indiana General Service Company Wheeling Electric Company 


Kentucky and West Virginia Power 
Company, Inc. 


DESIGN and CONSTRUCTION 
for 
INDUSTRIALS and UTILITIES 


ULEN & COMPANY, in addition to expert services in the 
field of consulting engineering, engineering reports, ap- 
praisals and business studies—offers complete and flexible 
design and construction service. 


Ulen & Company does construction work from designs 
furnished by the client or from its own designs and 
under that form of contract which the client prefers or 
believes best adapted to his policy or corporate require- 
ments. Such contract may provide for total lump sum, 
guaranteed unit price, guaranteed maximum or a percent- 
age or fixed fee as agent for the client; an incentive 
basis can be incorporated in any one of these forms. 


Inquiries Regarding These Facilities Are Invited 


ULEN & COMPANY 


120 BROADWAY NEW YORK 
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PLEASE SHOW THIS TO AN INVESTOR FRIEND 


ls Inflation 
Around The Corner? 


Ms shrewd observers are expecting an inflationary boom 
within the next year. Are you, as an investor, overlooking 
this probable development? With the national debt jumping by 
leaps and bounds and excess reserves that would permit a bigger 
boom than in 1929, the only question is when will the inflation 
start? As an investor you cannot afford to wait until you are in 
the midst of inflation before you wake up. It will pay you to read 
each coming issue of THE FINANCIAL WORLD so as to be pre- 
pared to act wisely at the right time. 


DON’T MISS OUR DIVIDEND FORECAST ISSUES 


One of the many advantages of renewing your subscription for THE FINANCIAL 
WORLD at once is that by doing so you will receive three coming issues of our maga- 
zine that will be of great value to the investor who is concerned as to the future 
dividend policies of several hundred leading companies. The first article in this series 
will contain a list of the companies which our editors regard as likely to increase 
their dividends; the second will cover companies that are likely to maintain their 
present dividends, and the third will be made up of companies whose future dividends 
are somewhat uncertain. 


Become a Better Informed Investor— 
Mail Coupon Before July 20th 


THE FINANCIAL WORLD, J6 
21 West Street, New York, N. Y. 

For enclosed $10 please enter my annual subscription for THE FINANCIAL 
WORLD each week, the confidential advice privilege as per your rules, a copy of 
the enlarged “INDEPENDENT APPRAISALS OF LISTED STOCKS” each month, 
and an immediate survey of my 20 listed securities. Annual subscription includ- 
ing all the above together with our indexed book containing 1117 “Stock Facto- 
graphs”—-Remit $11.95. 


THE Wave PRINCIPLE 


30 POINTS in 30 DAYS 


On March 11th, TECHNIGRAPHICS warned clients 
of Hitler's imminent warlike moves, and imperatively 
called for liquidation at the 151 level. 

By April 1lth—the date clients were advised to make 
speculative repurchases—the Dow Jones Average had 
broken 30 points to 120.04. 

The market’s new position, along with TECHNI- 
GRAPHICS specific advices contained in our next 
3 bulletins will be sent you as a Trial on receipt 
of ene dollar. 


TECHNIGRAPHICS 


Published by Kelsey Statistical Service 
One Wall Street New York 


An analysis of cycles disclosing a hither- 
to unknown phenomenon which is_ par- 
ticularly useful to traders and investors. 


Two classes of service are available: 
1. Educational 
2. Forecasting 
For particulars write or phone 


R. N. ELLIOTT 


25 Broad Street—New York 
HAnover 2-7887 


DOW THEORY 
INDICATIONS 


Write for Free Bulletin FIV-67 


INVESTMENT LETTERS, INC. 


Directed by 700 Union Guardian 
CHAS. J. COLLINS Bidg., Detroit, Mich. 


Bull 
Market 
Ahead? 
Send for Bulletin FWJ-7 .. . FREE 


American Institute of Finance 
137 Newbury Street, Boston, Mass. 


Bon 
Market 


OND prices have advanced with 
unusual regularity since the third 
week of May, the averages showing 
successive daily gains. These price 
compilations are strongly affected by 
the movements of secondary issues, 
which fluctuate in wider price ranges 
than top quality issues, but strictly 
high grade obligations have either 
maintained their positions or, in some 
cases, bettered their previous highs. 
Rails have shown more strength in 
recent sessions than for some weeks 
past. 


N. O. Public Service 5s 


New Orleans Public Service first 
and refunding 5s have attained price 
levels at which their attraction for 
new purchases is limited; both series 
of these bonds have recently advanced 
to new highs above 105, approximate- 
ly 2 and 3 points, respectively, above 
call prices for the 1955 and 1952 
maturities. Assuming continued prev- 
alence of low interest rates and 
maintenance of the company’s sub- 
stantial earnings gains, it is to be ex- 
pected that refinancing at lower in- 
terest cost will eventually be under- 
taken. However, since there is no 
indication of a major refunding op- 
eration within the near future, hold- 
ers of the bonds do not appear to be 
faced with any early loss of premiums 
through a redemption call, and posi- 
tions may be maintained at least tem- 
porarily. The company is strength- 
ening its position with respect to the 
1942 maturity of its extended gen- 
eral lien 4%4s. This obligation has 
been substantially reduced since 1935, 
through the 10 per cent principal pay- 
ment made in connection with the ex- 
tension plan and subsequent redemp- 
tions, to an outstanding amount of 
about $5 million. <A little over $1 
million principal amount of the bonds 
has been drawn for redemption on 
July 1. If arrangements could be 
made for eliminating the remaining 
bonds of this issue, the possibilities 
for refunding the 5s of 1952 and 1955 


would be enhanced. For the 12 
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; Do $5 Q July 1 May 31 *Payanle in $5-par common stock. 
Allied Chemical & Dye Corporation 
~# months ended April 30, 1939, fixed Reconstruction Finance Corporation, 61 Broadway, New York 
“— charges were earned 1.64 times, but the RFC’s purchase commitment pleettiiatbibie ncn 
against 1.42 times a year earlier. will become effective only if holders hae declared quarterly dividend No. 73 
p - of One Dollar and Fifty Cents ($1.50) 
bs ‘ of 90 per cent of the bonds assent. per share on the Common Stock of the 
Kansas City P. S. 4s According to recent reports, holders Company, payable June 20, 1939, to 
, . common stockholders of record at the 
. Efforts are being made to complete of about 79 per cent of the bonds had close of business June 10, 1939. 
another important step in the long s!ven assent. Considering the long 
“| series of financial readjustments of Tecord of unsatisfactory operating re- 
j Kansas City Public Service and its sults shown by this company, which | THE BELL — npnonetentnd CANADA 
j OF 
if ae edecessor companies. The terms of “poe & comprehensive “nem of A dividend of Two Dollars per share has been 
; [the pending plan provide for ex- street car and bus lines in the Greater declared payable on the 16th day of July, 1939, to 
) : ‘ : shareholders of record at the close of business on 
change of the outstanding Series C Kansas City area, and the poor mar- | the 23rd of June, 1939. 
s ket te tend t F. G. WEBBER, 
‘ first mortgage 4s (issued in the Sec- et recor € bonds, acceptance Secsoters. 
‘ tion 77B reorganization consum- of the offer seems advisable. Kansas | Montreal, May 25, 1939. 
. mated in 1937) for $300 cash plus City Public Service earned only 38 . 
 f accrued interest from January 1, and _ per cent of fixed charges in 1937, and FOR SALE 
5 $700 par value of new 5 per cent pre- reported a loss, after depreciation BEAUTIFUL 150’ WATERFALLS, STREAM, 
: buildings, 366 acres, Schoharie County full price 
v ferred stock. The cash will be pro charges but before deduction of bond $6,900. Will divide. Frank Neville, Lindenhurst, 
vided by sale of serial notes to the interest, for 1938. 
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Valuable for 


No. 210 Briggs Manufacturing Company 


Future 


Reference 


No. 165 


Earnings and Price Range (BG) 


PRICE RANGE 


Data revised to May 31, 1939 
incorporated: 1909, Mich. Office at 11631 
Mack Ave., Detroit, Mich. Annual meeting: 
May 10 of each year. Number of stock- 
holders (April 10, 1939): about 15,000. 


Capitalization: Funded debt.......... None 


$2 
‘37 1938 


1931 °32 


Capital stock (no par)........ 1,979,000 shs 


Business: The largest independent body manufacturer; total 
capacity in excess of 1 million bodies annually. Also produces 
body parts, sheet metal stampings, mouldings and enameled 
plumbing ware. Sales of automobile bodies account for more 
than half of total volume. 

Management: Aggressive and experienced; under leadership 
of W. O. Briggs, who developed the business. 

Financial Position: Strong. Working capital December 31, 
1938, $16.8 million; cash, $3.4 million; government securities, 
$5.1 million. Working capital ratio: 4-to-1. Book value of 
capital stock, $18.24 per share. 

Dividend Record: Irregular. Omitted payments 1928-30 and 
1933; resumed 1934. No stated rate. 

Outlook: While loss of most of Ford business has restricted 
profit possibilities, increased takings by Chrysler and rising 
importance of non-automotive lines will act as partial offsets. 

Comment: Stock is a representative equity in the automo- 
bile parts group. 


EARNINGS, DIVIDEND RECORD AND PRICE ames OF CAPITAL STOCK: 
ear 
Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
932 $0.18 D$0.20 D$0.41 D$0.92 $0.50 11%— 2% 
0.41 0.51 0.37 0.82 None 14%— 2% 
1.08 0.61 0.15 2.64 1.75 28%—12 
1.70 0.43 0.96 4.77 3.00 553%—24% 
2.21 1.01 0.78 5.26 4.00 647%%4—43% 
1.75 0.95 0.80 4.75 4.00 59%—18 
0.32 D 0.35 0.29 0.42 1.00 37%—12% 


1939. 


*To May 31, 


134 Colgate-Palmolive-Peet Company 
Data revised to May 31, 1939 50 Earnings and Price Bowe (cl) 
Incorporated: 1923, Delaware. In 1928 com- 40 


pleted merger of three long established 30 PRICE RANGE 
companies, the oldest dating back to 1806. 
Office: 105 Hudson Street, Jersey City, N. J. 
Annual meeting: Fourth Wednesday in April. 
Number of stockholders Preferred (March 6, 


1939): 6,713; common (April 18, 1939): z 
10,559. 

Capitalization: Funded debt......... *None 0 
{Preferred stock (6% cum. $1 
$233,098 shs 1931 °33 “36 1938 


1,962,807 shs 


: “*Not including a $2,287,500 real estate mortgage outstanding against the Palmolive 
Building, Chicago. tC ‘allable at $102.50 a share. 150,000 shares called for redemption 
August 1, 1939. 


Business: Second largest domestic producer of toilet, laun- 
dry and general purpose soaps. Also manufactures a number 
of nationally advertised specialties including cleansing agents, 
shaving creams, dentrifices, talcum powders and toilet prepa- 
rations. Foreign sales comprise 25-30% of total volume. 

Management: Capable and progressive. 

Financial Position: Very strong. Working capital December 
31, 1938, $38.5 million; cash, $19.4 million; marketable securi- 
ties $720,365. Working capital ratio: 4.9-to-1. Book value, 
common: $17.42 a share. 

Dividend Record: Regular preferred distributions. Varying 
disbursements on common in each year since 1905; also re- 
ceived frequent stock extras. Present annual rate, 50 cents. 

Outlook: Volume,will continue to be determined mainly by 
general economic conditions and competitive influences. 

Comment: Preferred occupies a medium grade status. Com- 
mon is one of the better situated “inventory” stocks. 


EARNINGS, DIVIDEND AND PRICE OF COMMON: 


Common (no par) 


a. -year period ended: June 30 Dec. 31 Year's Total Dividends Price Range 
$0.13 D$0.87 $0.74 $1.75 31%—10% 
0.001 D 0.57 D 0.57 0.25 22%— 7 
0.84 0.32 1.16 *0.50 18%— 9% 
0.61 0.75 1.36 *0.75 21 —15% 
PD 0.19 1.59 1.40 *0.75 21%—13 
0.50 D 0.85 D 0.35 0.50 25%— 8% 
0.47 1.30 1.77 0.25 17 — 7% 


*Including extras. tTo May 31, 1939. 


30 


Data revised to May 31, 1939 

Incorporated: 1929, Delaware. Office: 30 

Rockefeller Plaza, New York City. Annual 

meeting: Third Wednesday in April. Number 

of stockholders (March 4, 1939): Class A, 

15,721; common, 86,664. 

Capitalization: Funded debt............ None 

Common stock ($1 par)...... 7,429,118 shs DEFICIT PER SHARE 


1931 39 


bd onvertible into common share for share. 
Redeemable at $40 per share. 
Business: One of the largest organizations in the world 


engaged in the manufacture of military and commercial air- 
craft, engines and propellers. The manufacture of engines 
constitutes the most profitable activity. 

Management: Includes outstanding talent in aviation. 

Financial Position: Satisfactory. Net working capital as of 
December 31, 1938, $9.4 million; cash, $3.7 million. Working 
capital ratio: 2.2-to-1. Book value of combined class A and 
common stock, $3.70 per share. 

Dividend Record: Initial 50-cent dividend on Class A stock, 
1936. Same payment in 1937; $1 in 1938. None on common. 

Outlook: Aggressive management and a strong trade posi- 
tion indicate full participation in the long term benefits of 
growing military and commercial demand for aircraft and 
equipment. Company is especially strong in engine division, 

Comment: Although the positions of both classes of stocks 
have improved materially in recent years, they are still es- 
sentially long range speculations on the aviation industry. 
EARNINGS RECORD AND PRICE RANGE OF COMMON: 


Qu. ended Mar. June 30 ept. 30 ec. 31 Year's Total Price Range 
D$0.1% $0.15 D$0.12 $0.45 
Fe D 6.09 D 0.02 D 0.06 D 0.15 D 0.32 4%— ie 
ee D 0.12 D 0.04 D 0.01 D 0.12 D 0.29 5u4— 2% 
PIMbbessAcstate D 0.12 D 0.10 D 0.08 D 0.04 D 0.34 4%— 2 
Gaskin sees oe D 0.05 Nil D 0.02 D 0.11 D 0.17 9%4— 4 
a Se D 0.04 0.01 0.02 D 0.03 D 0.04 8%— 2 
aa 0.02 0.12 D 0.02 0.05 0.17 T%— 3% 
"To May 31, 1939. 


557 Hackensack Water Company (N. J.) 


Earnings and Price Range (HWA) 


30 PRICE RANGE 
20 


Data revised to May 31, 1939 
Incorporated: 1869. New Jersey. Name 
changed in 1902 from ‘‘Hackensack Water 
Co., Reorganized.’’ Office: 624 Park Ave., 


Weehawken, N. J. Annual meeting: Second 10 
Monday in May. Number of stockholders are EARNEO PER GHARE “7 
a 8, 1934): preferred, 1,727; common, $3 
$2 

Capitalization: Funded debt....$14,350,000 
*Preferred stock 7% cum. eae 

Common stock ($25 par)........ 307,500 shs 


*Has one vote per share. Callable at $26. 


Business: Supplies water without competition to over 50 
communities in the eastern part of Bergen County and the 
northern part of Hudson County, N. J., and to communities in 
Rockland County, N. Y.; a population of 425,000 served. 


Management: Experienced and progressive. 


Financial Position: Satisfactory. Net working capital Decem- 
ber 31, 1938, $224,901; cash, $252,656. Working capital ratio: 
1.5-to-1. Book value of common, $37.51 per share. 

Dividend Record: Excellent. Preferred dividends unbroken 
since issuance. Payments on the common uninterrupted for 
49 years. Present annual rate maintained since 1923. 

Outlook: Company serves a suburban area conveniently 
located for commuting to New York City. New bridges and 
tunnels are stimulating residential growth of the territory, 
thus increasing business potentialities. 

Comment: Preferred stock has high investment rating. Com- 
mon stock, by reason of characteristic stability of earnings, is 
interesting mainly for income. 


EARNINGS, DIVIDEND RECORD AND PRICE “ener OF COMMON STOCK: 


ear 
ended: Mar. 31) June 30) Sept. 30 Dee. 31 Total Dividends Price 
1932 $2.3 $1.50 23 —1 
ware 2.67 1.50 2614—20% 
$0.68 $0.63 $0.79 $0.54 2.64 1.50 34% —30 
0.71 0.68 0.68 0.68 2.70 1.50 si—3 3% 
0.64 0.55 0.68 0.34 2.21 1.50 —24 
0.74 +0.75 $324 29 
*Not available. June 1, 1939. 
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Air Reduction 

Allied Chemical 
Eastman Kodak 
General Motors 


Kennecott Copper 
*National Cylinder Gas 
National Steel 

*Northern Pacific Railway 


STOCK FACTOGRAPHS IN REVISION FOR NEXT WEEK | 


*Factographs omitted from the current issue because of the Public Utility Number will be included next week. 


Otis Elevator 
Puliman Company 
*Schenley Distillers 
Sears, Roebuck 


*Socony-Vacuum 
Westinghouse Air Brake 
Yellow Truck & Coach 
Young Spring & Wire 


No. 231 Holland Furnace Company 


Earnings and Price Range (H) 


Data revised to May 31, 1939 Wr 
Incorporated: 1938, as successor to Michigan 
Corporation of same name organized in 1906. 
Office: Holland, Michigan. Annual meeting: 
Second Tuesday in April. Number of stock- 


PRICE RANGE 


holders (December 31, 1937): Preferred, 

450; common, about 2,500. 
Capitalization: Funded debt........... None 
*Preferred stock $5 cum. conv. 

12,590 shs ‘ ‘ $4 
Common stock ($10 450,442 shs 1931 ‘33 °34 °35 ‘36 ‘37 1938 


“ ‘onvertible into 1% shares of common 
through March 31, 1940; thereafter 1% 
shares through March 31, 1941. t+tExcluding 
5,000 shares redeemed April, 1939. 
Business: Largest manufacturer of warm-air heating and 


air-conditioning systems; occupies a strong position in the 


residential field. Has over 500 sales branches throughout U. S. 


Management: Has had long successful experience. 

Financial Position: Good. Working capital December 31, 
1938, $10.3 million; cash, $3 million. Working capital ratio: 
8.3-to-1. Book value of common, $20.47 per share. 

Dividend Record: Regular preferred dividends since issu- 
ance. Common payments 1927-1932; resumed in 1936. 

Outlook: Sales volume is aided by increases in the rate of 
activity in the residential building field, which has the support 
of the government low-cost housing program. But company 
is less dependent upon new building than most in this field; 
replacement sales account for a large part of total business. 

Comment: The preferred has attained investment stature. 
The common has the characteristics of a cyclical issue, the 
risk factor being its dependence upon a single industry. 


EARNINGS, DIVIDEND AND PRICE “—— OF COMMON: 
8 


ear 

Qu. ended: Mar. 31 June 30 Sept. 30 Dec. 31 Total Dividends Price Range 
ae D$1.82 D$0.69 D$0.97 * $0.41 $0.75 12%— 3% 
ere D$2.31 D 0.20 0.45 DO0.0l *D 5.76 None 10%— 3 
a D 0.64 D 0.31 0.57 0.40 *D 0.40 None 10%— 4 
0.13 D 0.38 1.40 0.95 * 0.85 None 30%— 5 
D 0.53 0.21 1.67 1.54 2.89 1.25 49%—30 
|. SRR D 0.45 0.56 1.35 1.44 2.90 2.00 52%—15% 
. See D 0.49 0.65 1.37 1.00 2.53 2.00 52%—17 
one $1.00 t51 —31% 

*Viscal years ened March 31. fIncludes 50 cents paid Jan. 5, 1938. To May 31, 
1939. 


213 Hupp Motor Car Company 


scaring and Price Range (HLN) 
60 


PRICE RANGE 

Data revised to May 31, 1939 > 

Incorporated: 1915, Virginia. Office: Detroit, 15 =) 

Mich. Annual meeting: Second Wednesday 


in September. Number of stockholders (May 
2, 1939): 20,591. i") 


Capitalization: Funded debt........... DEFICIT PER SHARE 


Business: One of the smaller automobile manufacturers; 
production has been limited largely to medium priced field 
in recent years. Plant was closed during 1936 and first half 
of 1937. Developed the “Skylark,” a low priced model in 1938. 

Management: Present management, which took office in 
1938, has been hampered by inadequate finances, but is mak- 
ing strong efforts to reestablish company. 

Financial Position: Unimpressive. Net working capital deficit 
December 31, 1938, $432,142; cash, $48,353. Working capital 
ratio: 0.6-to-1. Book value of capital stock $1.74 per share. 

Dividend Record: Dividends paid regularly from 1920 to 
1930; none since. 

Outlook: RFC loan, obtained in February, 1939, has im- 
proved working capital position, and has aided in the develop- 
ment of the “Skylark” model. Much depends upon success 
of this medium priced line, which banks heavily upon style. 

Comment: Weak statistical position and uncertain earning 
power place stock in an extremely speculative position. 


*RECORD OF Ser tte, ane PRICE OF CAPITAL STOCK: 


ended : June 3 Sept. 30 Dec. 31 Year's Total Price Ran 
D$1.45 D$0.84 D$3.40 5%— 1 
D 0.39 0.19 D 0.31 D 0.44 D 1.34 1 
| GRA D 0.56 D 0.55 D 0.70 D 1.50 D 8.31 7%4— 1 
| ere D 0.52 D 1.05 D 0.32 D 0.08 D 1.98 3%— 
. ere D 0.20 D 0.16 D 0.17 D 0.39 D 0.82 38%— 1 
SE D 0.10 D 0.13 D 0.28 D 0.59 D 1.10 *44%— 1% 
aE See D 0.18 D 0.14 D 0.15 D 0.80 D 1.27 2%— % 


*Based on shares outstanding at end of each year. 7To May 31, 1939. 


101 International Telephone & Telegraph Corp. 


and Price (IT) 
Data revised to May 31, 1939 —- 
Incorporated: 1920, Maryland. Office: 67 30 ested 

Broad Street, New York City. Annual meet- 20 
ing’ Fourth Wednesday in May. Number of 10 Le 9-0-9 


stockholders (June 30, 1937): 76,698. ie) ae 


Gwen *$124,244,700 DEFIC!? PEM SHARE 

Capital stock (no par)........ 6,399,002 shs yor 


= 
1931 32 °33 34 3S "36 °37 ioe? 


~*Including $24,544,700 conv. 4%, retired 
January 1, 1939. 


Business: The most important factor in the communica- 
tions field outside the United States. Organized or acquired 
telephone, telegraph, cable and radio systems operating in 
major countries of the world. Postal Telegraph & Cable Corp. 
(now in reorganization) is an unconsolidated subsidiary. 

Management: Under original management, which was re- 
sponsible for the company’s rapid growth. 

Financial Position: Satisfactory. Working capital December 
31, 1938, $33.5 million; cash, $15.0 million. Cash reserve, $24.5 
million. Working capital ratio: 1.8-to-1, Book value of com- 
mon, $28.44 per share. 

Dividend Record: Unbroken 1920 to 1932; none since. 

Outlook: Despite wars in Spain and China, nationalistic 
tendencies in several South American countries, and difficulties 
in foreign exchange, revenues have continued to expand. 

Comment: The relatively favorable long-term outlook is so 
obscured from time to time by war scares, etc., that the com- 
mon stock must be classified as highly speculative. 


EARNINGS, DIVIDEND RECORD AND PRICE RANGE OF CAPITAL STOCK: 


Qu. ended: Mar. 31 June 30 Sept. A Dec. 31 Total Dividends Price Range 
D$0.11 D$0.15 D§0. D$0.17 =D$0.61 $0.15 15%— 2 
See D 0.13 0.03 0:08 0.15 0.11 None 21%— 5 
Serre 0.14 0.12 D 0.04 0.10 0.32 None 17%— 7 
ar 0.10 0.14 0.20 0.37 0.90 None 14 —5 
a *0.13 *0.13 *0.12 *0.25 *0.63 None 19%—11 
*0.26 *0.41 *0.43 *0.50 *1.60 None 15%— 4 
| eee 0.36 0.33 0.28 0.13 1.10 None 11%— 5% 
coe +None T9%— 5% 
P *Excluding income accruing from Spanish and Mexican subsidiaries. To May 
1, 1939. 


No. 172 Mid-Continent Petroleum Corporation 


; Earnings and Price Range (MPZ) 


Data revised to May 31, 1939 30 orc nance t 
Incorporated: 1917, Delaware, under name ' bo 
Cosden & Co.; present title adopted 1925. 0 


General office: Calvert Building, Baltimore, GAAWED PER OnAnE $4 
Md. Annual meeting: First Wednesday in $2 
May. Number of stockholders (April 15, 0 
1936) : 15,500. OEFICIT PER SHARE 
Capitalization: Funded debt........... Non "39 

Capital stock ($10 par)....... 1,857/912 shs 


- 


Business: One of the smaller, though well integrated, oil 
units; operates in the mid-continent and middle western sec- 
tions. Crude holdings are adequate for refinery needs, but 
proration has forced company to purchase a large propor- 
tion (48% in 1938) of its requirements. 

Management: Well regarded in its field. 

Financial Position: Strong. Net working capital December 
31, 1938, $18.6 million; cash and Governments, $8 million. 
Working capital ratio: 7.5-to-1. Book value, $32.23 per share. 

Dividend Record: No payments 1932-1933; resumed in 1934 
and have since conformed with earnings. No regular basis. 

Outlook: Restriction of operations largely to one area, 
throughout which proration has been rather strict, has been 
an adverse factor in the past. But this has been partly offset 
by additions to crude holdings and increased efficiency. 

Comment: Despite the absence of senior securities, the 
stock has good leverage factor due to heavy charges. 


EARNINGS, DIVIDEND RECORD AND PRICE aguas OF CAPITAL STOCK: 


Qu. ended: Mar. 31 June 30 Sept. 30 Dec. $1 Petal Dividends Price Range 
1982....... D$0.56 0.16 D$0.11 D$0.61 *D$1. one 8%— 3% 
re 0.79 0.66 0.38 0.12 D 0.95 None 16 — 3% 
Reeaeescces 0.17 0.43 0.20 D 0.35 0.45 $0.50 14%— 9 
sc D 0.15 0.42 0.51 0.53 1.31 0.40 20%— 9 
c ee 0.51 0.79 0.96 0.31 2.57 1.15 30%—17 
0.66 1, 0.81 0.39 2.86 0 85%—14 
WOBB.ocevece 0.25 0.31 0.25 D 0.25 0. 0.60 225%—12% 
eee eee 0.25 t16%—11% 


*After inventory adjustments equal to 27 cents a share. 


+To May 31, 1939. 
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Business and Financial Summary 


Week Ended Week Ended. - 

May 20 May 13 May 21 

Weekly Trade Indicators .May20 May2s | Weekly Carloadings 19389 1938 

Miscellaneous: castern District 5 

tAuto Production (U.S.A.)...... 67,746 80,145 46,120 Baltimore & Ohio..........++-- 45,663 37,767 39,512 

{Electrical Output (K.W.H.).... 2,205 2,171 1,973 Chesapeake Ohio... 26,546 12,455 24,226 
of 52.2 3.5 26.1 Delaware & Hudson............ 11,472 13,002 12,319 = 

§Steel Operations (% of Cap.).. 52.2 8. 26. 
Delaware, Lackaw’na & West’rn 15,406 17,251 14,782 

#Wholesale Commodity Price 186 90°53 
75.5 75.2 76.9 22,335 21,864 534 

*+Crude Oil Output (bbls.)..... 3,585 3,438 3,099 Norfolk & Western............. 21,588 9,117 16,613 

Jre bls 84.152 84,294 88,394 .New York, N. Haven & Hartford 20,689 21,062 18,488 

*Motor Fuel Stocks (bbls.).... 84,15 »28 3 4 : 

May 20 May 13 May 21 New York Central............. eo 62,598 57,705 58,377 

rironaews ines. New York City 2010 2 865 $2,657 New York, Chicago & St. Louis 12,468 12,507 11,739 

Bank Clearings, New York City $3,01 $2,865 ,657 i 89°452 77065 80'096 

{Bank Clearings, Outside N.Y.C. 2,495 2,326 2,249 9°414 8'045 

Cotton Mill Activity Index.... 123.2 125.4 84.2 estern Maryland 3,0 7,014 

F.W. Index of Ind’l Production 78.4 77.6 69.1 Southern District 0 

*Daily average. +000 omitted. Ward's Reports. §As of Louisville & Nashville.......... 19/576 17,887 21,658 

the beginning of the following week. {000,000 omitted. Seaboard Air Line.............. 12.089 12,135 11.714 

#Journal of Commerce. Southern Ry. System........... 30,124 29,617 28,581 

Commodity Prices: May 30 May 23 May 31 Northwest District 

Steel Billets, Pitts. (per ton)... $34.00 $34.00 $37.00 Chicago & Great Western...... 4,788 5,072 4,420 

Scrap Steel, Pitts. (per ton).... 14.26 14.25 11.00 Chicago, Milwaukee, St. Paul & 

Copper, Electrolytic (per Ib.).. 0.10 0.10 0.09 24,644 24,484 22,482 

Lead (per Ib.) ......--++++---- 0.0475 0.0475 0.04 Chicago & Northwestern....... 31,250 30,556 28,047 

mince, NW. (per 0.0489 0.0489 0.0435 18,665 17,183 12,444 

Rubber Sheets (per 1b.)........ 0.1650 0.1605 9.1130 Northern Pacific .............. 12,962 13,602 10,513 

Hides, Light Native (per lb.) ».» 0.11 0.10 Wy 0.08 34 Central West District 

Gasoline, Dealer (per gal.)..... 0.0780 0.0780 0.09 % Atchison, Topeka & Santa Fe 24.089 25.139 24.689 

Crude Oil, Mid-Cont. (per bbl.) 0.96 0.96 1.16 Chicago, Burlington & Quincy.. 20,386 20 373 18526 

Wheat (per bushel) .........-. 0.57 % 0.94 0.84% & 

Corn (per bushel) ...........- 0.66 3 0.65% 0.68 18,650 17,917 

Sugar, Raw (per Ib.) ~ 0.0290 0.0290 0.0265 Chicago & Eastern Illinois..... 4,209 4,269 4,282 
Southern Pacific System........ 33,276 35,406 34,30 

Federal Reserve Reports way24 Mayi7 May 25 19:7 20,503 17.799 

Member Banks, 101 Cities (000,000 omitted) Western Pacific ............... 3,497 3,560 3,215 

Total Loans.................... $8,125 $8,046 $8,345 Southwestern District 

Total Commercial ee 3,837 3,845 4,031 Kansas City Southern.......... 3,200 3,264 3,602 

Total Brokers’ Loans........... 717 639 578 Missouri-Kansas-Texas ........ 6,388 6,320 5956 

Other Loans for Securities...... 541 539 587 Missouri 19,937 19,806 19.140 

U. S. Govt. Securities Held..... 10,310 10,335 9,307 St. Louis-San Francisco ....... 9,995 10.140 9'990 

Bonds 3,238 3,228 2,945 St. Louis-Southwestern ........ 4,346 4,389 4.418 
otal Net Demand Deposits.... 16,955 16,681 14,697 sae 

Total Time Deposits... 5.247 5.247 6,969 7,783 

srokers’ Loans (N. Y. C.)...... 565 495 447 Note: Freight car loadings reflect current sectional i : 

Reserve System ; A im conditions. Loadings from the 15th to the 15th give yo 

teserve Credit Outstanding.... 2.576 2,576 2,583 indication of earnings for the current month. (Compiled from 

Total Money in Circulation.... 6,892 6,913 6,393 Association of American Railroads figures.) 

Monthly Monthly APRIL 

Indicators — The AT Indicators 

a WEEKLY INDEX OF INDUSTRIAL PRODUCTION Coal Production (tons): J 
Monthly Magazines..1,014,775 1,003,166 120 - - y 10.7 
Women’s Magazines.. 687,826 695,286 AVERAGE OF 1923-25 = 100 | sPig nP 
Canadian Magazines.. 229,975 231,145 | | | | | H | ig Iron Pro uction " gua 

| 63.3 42.7 
APRIL | | {Truck Loadings: 

Short Sales (shs)...... 662,713 1,384,113 1110 Y- Freight (tons) ..... 976.972 818,992 

Financing ....... *$77.1 *$11.7 | Index number .... 114.19 94.88 

Monetary Metal Imports: | Crude Rubber (long tons) : 

“7.1 *15.7 100 Consumption ........ 44,166 29,730 

*437.4 *353.6 Cotton Activity: 

Farm Income — Total | Spindles active ..... *22.1 *21.7 : 
(incl. Subsidies)..... *553 $548 | Bales Consumed .... 546,702 413,169 
Farm Subsidies...... *90 *60 90 ¥ + + #Department Stores: 

Engineering Contract Awards: | Sales (F.R.B. Index) 88 83 
*45.8 *24.8 | 1 | Glass Production: 

*14.4 *23.6 Window (boxes) .... 738,951 341,014 

+Building Permits: 80 | Plate (sq. ft.) ..... *7.27 *3.82 
(thousands of dollars) 76,554 68,645 AT Vy Radio Broadcast Sales: 

Copper, Refined (Ibs. ) | es * $3.56 *$3.31 
Stocks on Hand..... 522,722 541,579 | 70 4 Passenger miles .... *47.49 *37.92 

Lead (tons): | Distilled Spirits (gals.): 
Production ......... 39,250 39,336 } | | | | 1938 Production ......... *10.87 *10.12 
Shipments .......... 37 903 34,421 | } | | Withdrawals ........ *7.60 *6.38 
Stocks on Hand...... | 60 | | Stocks on Hand..... "519.16 *495.99 

Zinc, Slab | ry | Electrical Equipment: 4 ve i 
(tons of 2,000 Ibs.) : | | Truck & Tractors.... 70 71 
43,036 38,035 Washing Machines... 116,199 95.158 
40,641 20,806 | | 9,047 7.111 
Stocks on Hand...... 130,380 135,238 50 7 t t a | t Vacuum Cleaners ... 125,026 120,925 

Machine Too) Index.... 155.6 91.0 lee | Piano Shipments ..... 7,700 5,544 

Rail Equipment Orders: Boots & Shoes (pairs).  *37.5 *33.5 
Passenger Cars ..... 14 1 1928 1930 1931 1932 1933 1934 1935 1936 1937 1938 Jan. Feb. Mar. Apr. May June July, Cigarette Production. .*12,269.2 *12,526.7 
Locomotives 19 3 4 1939 ' Magazine Advertising: 

Freight Cars 2,695 3 ‘ = Nat'l weeklies (lines) 1,001,371 858.430 

Rails (toms) 86,127 43,200 Trade Papers (pages) 8,749 8.747 j 

Commercial Failures... 1,140 1,172 
*000,000 omitted. +Corporate news issues only, excludes refunding; tF. W. Dodge Corp. §Ccommercial & Financial Chronicle. 
fAmerican Trucking Association, Inc. (235 carriers in 42 states). #Adjusted for seasonal variations. : 
Daily Dow-Jones Averages for Stocks and Bonds—Closing Prices e 
——CLOSING STOCK AVERAGES— Vol. of Sales —————-CHARACTER OF TRADING—————— Average Value of 

30 20 15 65 N.Y.S.E. Issues No. of No.of Total Un- New New 40 Bond Sales 

1939 Industrials R.R.s Utilities Stocks (Shares) Traded Advanc’s Decl. ch’ng’d Highs Lows Bonds N.Y.S.E. = ’ 

May 

25.. 135.53 27.68 23.44 45.41 1,010,450 811 446 187 178 32 3 88.83 $7,350,000 . 220 

26.. 136.09 27.78 23.54 45.59 623,870 680 339 150 191 13 3 88.95 5,450,000 . 26 

27.. 136.80 28.18 23.65 45.91 382,360 596 335 109 152 10 3 89.10 3,100,000 a | 

29.. 137.80 28.21 23.75 46.17 600,000 719 408 121 190 24 2 89.32 4,320,000 een? 

30.. Holiday 30 

31.. 138.18 28.45 23.67 46.52 660,000 741 270 285 186 27 3 $9.55 5,790,000 a: 


e 
7 
4 
4 


